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hes the most important reminder we give to our fund 
investors: be an informed, educated investor and, most 
importantly, use the services of an independent 
investment professional to set long-term investment 
goals and the right combination of products and 


services to ensure SUCCESS. 


W- follow the same rules in managing our own 
business. We invest in the right people, in the right 
technology and in the detailed planning necessary to 
ensure that we profitably grow over the long term. 


This approach benefits not only our own shareholders, } 


but also our fund investors, our employees and the 
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Mackenzie 


Building Financial Independence 


PE ac loco -YOUR COMPAN Y 


Mackenzie Financial Corporation is one of Canada’s largest mutual fund organizations, 
managing approximately $12.8 billion in 35 mutual funds on behalf of almost one 
million Canadian investors. In addition, directly or through subsidiary companies, we 
provide investment advisory services to private client accounts, manage mutual funds 
distributed in the United States and operate Canadian trust company and administrative 
businesses designed to complement and expand our core mutual fund business. In total, 
we directly manage approximately $17 billion of investor monies and administer a 
further $6 billion invested by Canadians in other products and services. 


ee Rr ice -OUR THANKS 


We are entering our twenty-ninth year with the most diversified line-up of products and 
services in our history and the broad support of a strong, independent dealer network. 
We are indebted to all of our fund investors and independent dealers for the confidence 
they have demonstrated by investing with us, and to our own employees whose efforts have 
created the foundation for that confidence and our continuing success. 
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Financial Highlights 


For the years ended March 31 
(millions of dollars except per share figures) 


(1996 —si«*d1905,'si ssi‘ 1992 


Assets under administration $ 16,884 $ 13,100 Si, 1122 $ 8,773 $ 8,371 


Earnings before depreciation and 
amortization, income taxes and equity 


in earnings of affiliated companies 113 88 63 4] 70 
Depreciation and amortization 46 34 Jeg 15 13 
Provision for income taxes 31 25 20 14 28 
Equity in earnings of affiliated companies 5 1 15 6 1 
Net earnings 41 30 36 18 30 
Earnings per share 0.69 0.50 0.61 0.31 0.52 
Dividends per share 0.14 0.12 0.11 0.10 0.09 
Book value per share 4.84 4.29 3.91 3.39 3.18 
Cash flow from operating activities 83 102 46 30 39 
Operating cash flow per share 1.40 1.71 0.78 0.52 0.68 
Number of shares outstanding (millions) 59.6 59.3 59.3 58.1 57.9 

TOTAL ASSETS UNDER TOTAL REVENUE NET EARNINGS 
ADMINISTRATION (in millions of dollars) (in millions of dollars) 
(in billions of dollars) 
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Report to the Shareholders 


Last year, we reported to you solid 
improvements in assets under 
administration, total revenue and 
net earnings from operations. We are 
pleased to report that in our fiscal 
year ended March 31, 1996, we 
achieved continued gains in each of 


these categories. Alexander Christ William G.Crerar 


During this past year, we carried 
out our objectives of broadening our products and services to fund investors, increasing 
education and support to the independent dealers who distribute our fund products, and 
investing heavily in our administrative support systems. 

The further improvements this year were a direct result of those efforts. We will 
continue to dedicate management time and capital to each of those areas because they 
remain fundamental to the growth of our business. 

As you review the detailed information in this Annual Report relating to each of our 
business segments, you will see a more meaningful contribution by our subsidiaries to 
our overall profitability. They are a growing complement to the continued performance of 
our core Canadian mutual fund operations and we expect their contribution to increase 
again this year. 

The growth prospects for the mutual fund industry in Canada and in the United States 
are excellent. With our broad product base, strong acceptance within the dealer 
community and substantial capital resources, we believe the Corporation is well 


positioned to compete effectively in the current year and beyond. 


(yn Cha 


ALEXANDER CHRIST WILLIAM G. CRERAR 
President and Chief Executive Officer Chairman 


Thank you for your continuing support. 


July 15, 1996 
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Operating Review 


The Corporation 


The ongoing creation of value, for the Corporation’s 


shareholders and investors, is a key measure of success. 


Mutual fund investors and private clients demand it. 
As shareholders, you expect it. And the independent 
dealers who distribute our fund products and services 
require it to make their own efforts effective. 

There are three elements to creating value: 

e investing client and corporate resources wisely; 

e planning for the future; and 


e providing outstanding service and business execution. 


The success of the Corporation in fiscal 1996 was, 
in large part, a result of strategic initiatives undertaken 
in the early 1990's. Ongoing investments in personnel, 
our distribution network, new financial products and 
technology were the base for recent increases in share- 
holder value. The execution of these initiatives by 
employees and dealers resulted in a gratifying year for 
all associated with this company. 


INVESTING 


To invest wisely, the Corporation’s portfolio 
managers strive to take advantage of good markets, 
while protecting investors’ capital and accumulating 
value positions in declining markets. In fiscal 1996, 
ten of the Corporation’s Canadian funds achieved top 
quartile performance when compared to their peers. 

During fiscal 1996, our Canadian and U.S. mutual 
fund customers earned $2.2 billion in interest, 
dividends and net asset value appreciation. As a result 
of this performance, and relying on the advice of 
their financial advisors, investors entrusted more of 
their assets to the Corporation. Canadian and U.S. 
mutual fund assets under administration grew from 
$11.3 billion on March 31, 1995 to $15 billion on 
March 31, 1996. 

For shareholders, the Corporation’s price per share 
started the year at $8.13 and ended at $13.00. We 
paid dividends in the amount of $8.3 million (1995 - 
$7.1 million). 


Net earnings, before equity in earnings of affiliated 
companies, increased for the third year in a row from 
$11.8 million for the year ended March 31, 1993 to 
$35.5 million for the year ended March 31, 1996. Over 
the same period, total earnings per share has grown 
from $0.31 to $0.69. For the first time, the combined 
efforts of our subsidiaries, Mackenzie Investment 
Management Inc. and M.R.S. Trust Company, have 
made a meaningful contribution to our earnings per 
share of $0.07 for the year ended March 31, 1996, ver- 
sus approximately $0.01 for the prior year. 


PLANNING 


Our planning is based on a simple goal “to provide 
outstanding investment products and services to com- 
plement the ability of financial advisors to meet the 
investing needs of their clients.” If business initiatives 
don't meet this goal, they are unlikely to be allocated 
resources or capital. Because our investment in soft- 
ware developer Versa Management Systems Limited no 
longer met this goal, we sold our remaining 50% own- 
ership of that company to its management in early fis- 
cal 1997. We wish our colleagues in this software 
business continued success in the years ahead. 

Looking forward, management will pursue returns 
on equity above 15% for the Corporation and each of 
its subsidiaries. New products to broaden and expand 
our revenues and utilize existing capacity, while apply- 
ing cost control measures, continue to be a focal point 
of our strategy for achieving the return on equity tar- 
get. Over 30 changes were made to our investment 
products and services in fiscal 1996. 

The steady execution of well tested, enterprise-wide 
plans has been a significant factor in our recent suc- 
cess. The programs to expand the breadth of products 
and services have, with the helping hand of industry 
and market value growth, increased our consolidated 
revenue by 101% since the year ended March 31, 1993. 

Focused accountability to eliminate redundancy, 
increase efficiency and improve services has resulted 
in a decrease in consolidated selling and general 
administrative expenses as a percentage of revenue 
from 48.8% to 35.9% over the same period. Equally 
important, a drive to reduce our largest expense — 
commission financing costs — led to a six-fold 
increase in operating cash flow since fiscal 1993 
(before the impact of non-cash balances related to 
operations are considered). 


a 


Jim Hunter 
Executive Vice-President and Chief Operating Officer 


While enterprise-wide planning is a discipline we 
follow rigorously, we never confuse plans with results. 
Our compensation is generous for those who turn 
aggressive initiatives into actual increases in share- 
holder value — the key focus of our planning. 


SERVICE AND EXECUTION 


Within our three separate fund families and our STAR 
strategic asset allocation service, we offer one of the 
most diversified product line-ups in Canada. 
Aggregated, the Corporation’s fund assets support one 
of the most efficient back offices in the industry where 
economies of scale are critical. By steadily attracting 
new investor monies, our fund operating expenses 
will continue to drop for the benefit of the 
Corporation’s fund investors. 

To reduce operating expenses further, the 
Corporation must maintain state-of-the-art technolo- 
gy. Several technology initiatives were undertaken to 
improve service and reduce expenses: 

e Interactive Voice Response “IVR” systems now take 
over 900 calls a day which were previously handled 
by staff. This is an increasingly convenient way for 
our fund investors to access services on a confiden- 
tial basis, such as fund prices, portfolio manager 
commentary and individual account information. 

¢ Imaging and Electronic Document Management 
technology are currently used on approximately 
35% of all mail received by the Corporation. 
Imaging is a technology platform that will eventual- 
ly decrease the cost of transactions, a key variable in 
our funds’ management expense ratios. We have 
reached our goal of scanning and imaging substan- 
tially all investor and dealer mail, and will be re- 
engineering the workflow for all major transaction 
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processes by June 30, 1997. This technology, when 
fully implemented, will allow customer service repre- 
sentatives to immediately access investor documents 
on their computer terminals when responding to ser- 
vice queries. 

Our telephone monitoring has been enhanced with 
new hardware and software to improve staff schedul- 
ing, call monitoring and training. Service calls are 
taped and continuously reviewed with individual cus- 
tomer service representatives to improve the effective- 
ness of staff responses to service issues. 


The payoff from tactical product execution should 


also be self-evident to shareholders. Some examples 


include: : 
e Several funds within The The Industrial 
Industrial Group of Funds have Group of Funds 


been repositioned to provide greater diversification 
and investor appeal. New fund sales and market 
appreciation have increased the assets of this fund 
group to $8.5 billion as at March 31, 1996 from $5.4 


billion as at March 31, 1993. 


The Ivy Funds, launched in 1993, 
TEVEYor EP UPN Des 


have now surpassed $1.8 billion 
in assets and contribute approxi- 
mately $34 million to annualized revenue versus 


nil four years ago. 
THE 


The Universal Funds, purchased Ea ad UNIVERSAL 


in 1993 have grown from $296 ht odie 
million in assets to $2.6 billion at March 31, 1996, 

and contribute approximately $51 million annual- 
ized revenue versus nil three years ago. 

STAR, our strategic asset allocation ser- if 


vice launched in January 1995, is work- Nien 
ing to reduce investor risk and to bring Ze 
together a broader array of asset classes SCALAR! 


and financial markets. STAR has attract- CR ae 
ed new assets more quickly than any 

other product launched by the Corporation — these 
assets will likely exceed $1 billion by the time we dis- 
tribute this Annual Report. STAR was voted the top 


initiative in 1995 by TOP FUNDS. 
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Although outstanding investment management is 
the foundation for our business, we add value to this 
foundation by applying world class marketing and 
dealer support to our product line-up. In fiscal 1996, 
Dalbar (the industry’s rating service) again rated the 
Corporation the number one marketing organization 
in our industry in Canada. The results of outstanding 
marketing execution include an increase in gross and 
net sales of the Corporation’s Canadian mutual funds 
year-over-year by 30% and 106% respectively, to $3.9 
billion and $1.9 billion. 

SUBSIDIARY OPERATIONS 

During fiscal 1996, for the first time our subsidiaries 
became more than simply exciting prospects. 
Financial returns in these entities approached accept- 
able levels and are expected to increase during the cur- 
rent fiscal year and beyond. 


M.R.S Trust Company (“MRSTC”) and 
Multiple Retirement Services Inc. 
(“MRSI”) 


These businesses were acquired to broaden the 
Corporation’s product and service platform. Our strat- 
egy is to cross-sell these products to the same dealer 
network that distributes the Corporation’s Canadian 
mutual funds. To keep the independent dealers com- 
petitive and viable, they need an expanded line-up of 
competitive financial products and services to counter 
the bank products. This platform currently provides 
wholesale trust, mortgage, customer deposit, self- 
administered plan and security transaction processing 
services to that dealer network. 

In this environment, these businesses are develop- 
ing, and the business strategy is beginning to achieve 
expected returns for shareholders. MRSTC had rev- 
enues of $28.5 million for the year ended March 31, 
1996 — a 26% increase over fiscal 1995. Net earnings 
for the same period amounted to $1.4 million versus 
a small loss in the prior year. 

MRSTC’s total on-balance sheet assets increased to 
$311 million at March 31, 1996 from $239 million 
at March 31, 1995. However, equally important is 
the growth in the off-balance sheet businesses such 
as mortgage-backed securities, mortgage administra- 
tion and the Ivy Mortgage Fund. Revenue has 
increased for MRSTC in every area of operation, 
including fee generating assets, registered accounts 
and mortgage services. 


These financial improvements were accomplished 
while reducing the valuation risk profile of the trust 
company’s balance sheet lending businesses. NHA 
mortgages, treasury bills and high quality bankers 
acceptances increased during the year as a percentage 
of assets from 72.9% at March 31, 1995 to 86.6% at 
March 31, 1996. Allowances for credit losses as a per- 
centage of non-performing loans increased from 
51.6% to 74.5% over the same period, to cover costs 
on the wind-down of the company’s commercial loan 
portfolio underwritten prior to 1992. 

Fiscal 1997 will be an aggressive product develop- 
ment and launch year for MRSTC. Dealer demand for 
expanded loan and account administration services 
are the focus of these developments. New products 
and services should, with moderate market accep- 
tance, continue the recent improvements in the 
Company’s financial performance. 

MRSI, our self-administration account services 
business, also improved its financial performance. 
However, the importance of MRSI to the 
Corporation’s operation is still based more on its sup- 
port of the independent dealer network and future 
earnings potential than current financial results. 

MRSI is the vehicle that delivers MRSTC products 
to financial advisors and their clients. MRSTC does 
not have the branch infrastructure of a traditional 
retail trust company and accordingly, is reliant solely 
on financial advisor sales of their services. MRSI is a 
major distributor of MRSTC’s CDIC insured deposit 
accounts, investment and RRSP accounts and several 
other dealer focused services. 

MRSI has continued to increase the number of 
accounts it administers. In the year ahead, manage- 
ment plans to introduce RRSP and investment 
accounts that comply with Investment Dealers 
Association member firms’ rules for registered prod- 
ucts, improve securities trading services and launch an 
asset allocation service similar to the Corporation's 
award winning STAR strategic asset allocation service. 
These initiatives should further increase the growth in 
new accounts. A broader array of services will also 
provide the financial contribution necessary to 
achieve reasonable returns on capital employed in 
this business in the years ahead. 


Mackenzie Investment 
Management Inc. (“MIMI”) 


The investment expertise of our U.S. subsidiary’s man- 
agement team is increasingly gaining dealer support. 

MIMI's U.S. mutual fund assets under administra- 
tion increased 36.4% to $2.1 billion. In addition, the 
Corporation’s Canadian mutual fund assets managed 
by MIMI personnel increased 84% to $765 million. 

This asset growth led to revenue of $26.9 million 
for the year ended March 31, 1996 versus $20.2 mil- 
lion for the previous year. Net earnings increased to 
$2.6 million for the year ended March 31, 1996 versus 
$541 thousand for the previous year. Looking ahead, 
MIMI will continue to utilize prior tax losses to lever- 
age current and future earnings. 

Sales of U.S. mutual funds grew to $711 million for 
the year ended March 31, 1996 from $336 for the year 
ended March 31, 1995. More importantly, U.S. mutu- 
al fund sales in each of the last three months of the 
year exceeded $80 million. Percentage growth in 
assets under administration of MIMI’s U.S. fund busi- 
ness exceeded that of the Corporation’s Canadian 
mutual fund business, which also enjoyed one of its 
best years ever in fiscal 1996. These trends reflect the 
concerted effort by MIMI management to build a 
team of world class investment managers and to 
broaden their U.S. distribution. Increasingly, Ivy Fund 
sales by major U.S.-based distributors such as Merrill 
Lynch, Smith Barney, Linsco Private Ledger and 
Charles Schwab & Co., Inc. are a reflection of the 
interest MIMI's U.S. investment managers are attract- 
ing. Ivy Emerging Growth Fund recently received a 
five-star rating from Morningstar, a respected U.S.- 
based mutual fund rating service. This is the second 
such rating received by MIMI's funds, which should 
help increase sales in the year ahead. 

MIMI’s strategy is to focus on the international and 
special niches in the U.S. market. These niches are 
underserved and generally enjoy better profit margins 
relative to other fund sectors in that market. To build 
further credibility in the international arena, MIMI 
opened modest research offices in Shanghai, China 
and Prague, Czech Republic in the fiscal year. In addi- 
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tion, our U.S. international team launched the “New 
Century Investor” newsletter for investors, which has 
been well received by customers in both Canada and 
the United States. 

The United States is the home of the growth busi- 
ness. Its large free market is the engine for much of 
the world’s economic growth. MIMI has all of the 
growth characteristics needed to add value into the 
future for shareholders: the large free market, a 
growing business, improving financial results, and 
most importantly, business and investment manage- 
ment strength. 


Midland Walwypn Inc. 


The Corporation's investment in Midland Walwyn 
Inc. — Canada’s largest independent brokerage firm 
— also increased the contribution to our earnings 
from $0.8 million in the year ended 1995 to $5.1 mil- 
lion for the year ended March 31, 1996. Many of the 
positive economic factors that have impacted the asset 
appreciation of the Corporation’s mutual fund busi- 
ness have also helped improve Midland’s results. 


Conclusion 


While most of our business has performed extremely 
well, we continue to change — to pursue growth 
opportunities, to respond to the needs of our 
investors and to regulators, and to attain service tar- 
gets where necessary to meet increasing customer and 
dealer expectations. 

Looking ahead, the Corporation’s management is 
optimistic that we can continue to enhance share- 
holder value. 

Although we are mindful of the impact market cor- 
rections can have on our business, over the long term, 
we believe conditions supporting further industry 
growth will prevail. 

These have been the accomplishments, attributed 
to the diligence of our employees and a unique busi- 
ness “partnership” with financial advisors for which 
we are thankful. The detailed results of investing wise- 
ly, planning carefully and superior execution are more 
fully explored on the pages that follow. 


Gp oe 


JAMES L. HUNTER 
Executive Vice-President and Chief Operating Officer 
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Management’s Discussion and Analysis 


left to right: 
Lovatt (Investments) 
d Hands (Legal) 


Cunningham (Marketing) 
Hunter (Operations) seated! 


Introduction 


This Management's Discussion and Analysis will 
describe each of the Corporation’s current business 
activities in greater detail, review the financial results 
of operations during fiscal 1996, fiscal 1995 and fiscal 
1994 and provide an outlook on the future prospects 
for the Corporation. The following abbreviations have 
been used in the balance of this discussion to refer to 


the Corporation’s subsidiaries and investments: 


° MFSI Mackenzie Financial Services Inc. 

¢ MIMI Mackenzie Investment Management Inc. 
and its subsidiaries 

¢ MLP Mackenzie Master Limited Partnership 

¢ MRSI Multiple Retirement Services Inc. 

¢MRSTC M.R.S.Trust Company 

* MSP Mackenzie Securitized Partnership 

*MWCI = Midland Walwyn Capital Inc. 

-MWI Midland Walwyn Inc. 


The five officers shown, plus Alex Christ and Bill Crerar, comprise the Corporation's Executive Committee. 


| of Financial Condition and Results of Operations 


The Corporation's core business activity is the pro- 
vision of management services to public mutual 
funds and other pooled fund clients in Canada and 
the United States. In Canada, the Corporation pro- 
vides investment management, administration and 
marketing services to 35 mutual funds comprising the 
Industrial, lvy and Universal fund groups. In the 
United States, the Corporation's subsidiary, MIMI, 
provides similar services to 17 mutual funds compris- 
ing the Ivy and Mackenzie fund groups. 

The Corporation’s second major business activity is 
the Canadian trust company operation carried on by 
MRSTC. This subsidiary provides trustee services to 
the registered plan products offered by the 
Corporation and another subsidiary, MRSI, and car- 
ries on a traditional customer deposit and mortgage 


lending business. 


TOTAL REVENUE 
(in millions of dollars) 


TOTAL EXPENSES 
(in millions of dollars) 


NET EARNINGS - 
MFC & MWI 
(in millions of dollars) 
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OPERATING CASH 
FLOW PER SHARE 
(in dollars) 
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The Corporation’s third major business activity is 
the administrative services business conducted by its 
subsidiary, MRSI. That subsidiary offers self-directed 
RRSP and RIF plans and a broadening range of other 
financial services products. 

The Corporation continues to maintain a minority 
equity investment in MWI, the parent company of the 
brokerage firm MWCTI, but is not active in day-to-day 
management of those companies. Subsequent to its 
March 31, 1996 fiscal year end, the Corporation com- 
pleted the sale of its remaining 50% interest in Versa 
Management Systems Limited, a computer software 


systems supplier, to the management of that Company. 


Management Services — Canada 


MANAGED ASSETS At March 31, 1996, the 
Corporation’s Canadian mutual fund assets within 
The Industrial Group of Funds, the Ivy Funds and The 
Universal Funds collectively represented approximate- 
ly $12.8 billion, up from $9.7 billion in 1995 and 
$8.8 billion in 1994. The Corporation also managed 
assets of approximately $1.9 billion on behalf of its 
private pooled fund clients. The amount of managed 
assets for private pooled fund clients has been relative- 
ly constant for the past three years. One of our private 
clients has decided to restructure its fund to adopt a 
“multi-manager” structure. These fund assets, which 
amounted to approximately $1.1 billion as of March 
31, 1996, will be transferred effective July 31, 1996. 
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FUND SERVICES The Corporation provides the follow- 

ing principal services to its sponsored mutual funds: 

e investment management services - directly using its 
own portfolio management team and indirectly by 
overseeing the portfolio management services pro- 
vided by domestic and international sub-advisors; 

e marketing services — including promotional and 
advertising materials describing the attributes of the 
funds and the benefits of mutual fund investing 
generally; and 

¢ administration services — including transfer agency 
functions, fund accounting, daily valuation services 


and investor reporting services. 


MANAGEMENT FEE REVENUE The Corporation 
receives management fees from each mutual fund in 
annual percentages ranging from 0.5% and 1.0% of 
net assets on money market funds, to 1.5% and 
1.85% on fixed income funds and 2% on equity 
funds. The net assets of the funds are valued at market 
each day, except for money market funds which are 
reported on a fixed net asset value. The cost of provid- 
ing all operating services required by the funds is gen- 
erally reimbursed at cost to the Corporation, but 
marketing and distribution costs are payable by the 
Corporation from its management fee revenue. 
Mutual fund management fees represent the largest 
component of the Corporation’s revenue (1996 - 
66.7%; 1995 — 66.3%; 1994 - 63.7%). 

The management fees received by the Corporation 
from its pooled fund clients are significantly lower 
than for mutual funds, and are generally below 0.5% 
of net assets. However, unlike the mutual funds, the 
Corporation incurs only nominal marketing and dis- 
tribution costs to earn that revenue. 

FACTORS AFFECTING FEE REVENUE The most 

important factors in maintaining and increasing the 

asset base from which the management fees are 
derived include: 

° portfolio management — the investment perfor- 
mance and the expertise of the portfolio manage- 
ment team; 

e diversified products and services - to appeal toa 
broad range of investment objectives of fund 


investors; 


e dealer network — the acceptance of the funds by the 
independent dealer network, their clients, and the 
fund investors; 

° interest rates and economic factors — the level of 
interest rates and other economic factors that pro- 
mote movement among the asset classes offered by 
the funds, resulting in variations of the management 
fee percentages; and 

° competitive factors — the ability to compete effec- 
tively within the Canadian mutual fund industry. 


Each of these factors is discussed in greater detail in 


the following paragraphs. 


Portfolio Management The Corporation provides 
portfolio management services to its three fund fami- 
lies on both a direct management basis and through 
the engagement of domestic and international sub- 
advisors. The nine portfolio management profession- 
als directly employed by the Corporation to manage 
The Industrial Group of Funds, the Ivy Funds and cer- 
tain funds in The Universal Funds group, have exten- 
sive Management experience in both domestic and 
international stock and bond markets. 

Many of the funds in The Universal Funds group 
are international stock and bond funds requiring for- 
eign local management expertise, or funds that 
employ specialized investment strategies not present- 
ly utilized by the Corporation. The Corporation has 
engaged its subsidiary Mackenzie Investment 
Management Inc., Henderson Administration plc, 
Thornton Management (Asia) Ltd., Cursitor-Eaton 
Asset Management Company and Bluewater 
Investment Management Inc., to provide sub-advisory 
portfolio management services to the funds. Each of 
the sub-advisors was chosen on the basis of its track 
record managing similar fund products in its local 
markets and to complement the Corporation's own 
portfolio management services. 

Diversified Products and Services During the past 
three years, the Corporation has significantly broad- 
ened its product line-up to create three separate and 
distinct fund families, offering a complete range of 
management styles, asset classes and geographical 
locales. Assets in The Industrial Group of Funds have 
grown to $8.5 billion from $7.8 billion in fiscal 1995, 
the Ivy Funds to $1.8 billion from just $535 million 
in fiscal 1995 and The Universal Funds to $2.6 billion 
from $1.4 billion in that same period. The diversifica- 
tion of the products and services offered by the 


Corporation has contributed significantly to the abili- 
ty to attract new investment monies. 


Dealer Network The Corporation’s funds and ser- 
vices are distributed through more than 18 thousand 
registered sales representatives of independent deal- 
ers, brokers and financial planners in every province 
and territory of Canada. The funds and investment 
services are generally available on either a sales charge 
(front load) or redemption charge (back load) basis, 
with full exchange privileges — and with industry 
competitive compensation arrangements. 

The Corporation’s marketing efforts to the dealer 
community focus upon providing research and edu- 
cational information concerning the funds, invest- 
ment strategies, co-operative advertising and seminar 
programs. This marketing process provides additional 
due diligence information on the funds and enables 
dealers to offer a higher level of service to new and 
existing fund investors. 

To assist both dealers and investors, the 
Corporation maintains a comprehensive administra- 
tion services system designed to process mutual fund 
orders and provide client account information 
promptly and efficiently. In many cases, computer ter- 
minals are installed directly in dealer office locations 


to facilitate order entry and information transactions. 


Interest Rates and Economic Factors Over the past 
few years, the Corporation’s asset base has diversified 
away from Canadian equity and fixed income assets. 
International equity and fixed income fund assets 
have increased over the past three years. The following 
table indicates the relative diversification of the 


Corporation's Canadian funds by generic fund type: 


Fund Diversification (millions) 
Canadian equity funds $ 5,457 
International equity funds 1,738 
Canadian fixed income/balanced funds 4,097 
International fixed income/balanced funds 665 
Mortgage funds 879 


$ 12,836 


1996 ee 


MACKENZIE FINANCIAL CORPORATION 11 


The Corporation continues to diversify its fund 
products, accommodating an aging population base 
which favours products with reduced volatility and, at 
the same time, to provide investment opportunities 
for other investors requiring a greater diversification 
of product. In addition, the extensive transferability of 
redemption charge securities among virtually all of 
the funds provides investors with greater flexibility to 
react to market changes or changes in personal invest- 
ment objectives. 

Although beneficial to investors, transferability 
could promote movement among the asset classes 
represented by the funds and adversely impact man- 
agement fee revenue if there are significant transfers 
from the Corporation’s higher margin equity funds 
into the lower margin fixed income funds. 

The new STAR strategic asset allocation service was 
designed to provide lower volatility for different port- 
folio combinations. Each portfolio holds seven of the 
Corporation's funds, in part to promote longer-term 
investment periods and less need to consider trans- 
fers among the various asset classes represented by 
the funds. 


Competitive Factors The Canadian mutual fund 
industry continues to be a highly competitive mar- 
ketplace. There are currently three distinct distribu- 
tion channels for the sale of mutual fund securities 
in Canada: 

e banks and financial institutions; 

e direct-to-public sales; and, 

e the independent dealer network utilized by the 


Corporation and other fund organizations. 


% 199 1994 % 
42.5 § 3,964 40.7 § 3,812 43.3 
13.5 1,005 10.3 766 87 
31.9 3,376 34.6 2,992 34.0 

5.2 487 5.0 199 23 
6.9 912 9.4 1,030 11.7 
100.0 $9,744 100.0 § 8,799 100.0 
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Although market share changes from year to year 
among the distribution channels, as of March 31, the 
relative industry market shares (based upon assets 


under administration) were approximately: 


| 1996 1995 
36.5% 37.1% 

18.8% 20.2% 

44.7% = 42.7% 


Banks and financial institutions 
Direct-to-public sales 
Independent dealer network 


Each of the distribution channels is affected by 
strong competitive factors which ultimately impact 
the Corporation’s distribution success and profitabili- 
ty. To compete with the no sales charge fund products 
distributed by the banks and financial institutions, 
the Corporation and others in the independent dealer 
network channel developed “back load” funds in 
1987. With these funds, no sales charge is deducted 
from the investor's purchase at the time of sale (a sales 
charge applies if the securities are redeemed within a 
fixed period of time). Instead, the Corporation pays a 
selling commission to the dealer at the time of sale. 
The Corporation absorbs the financing costs of pay- 
ing that dealer selling commission up front, and 
those financing costs have reduced its profit margins. 
That reduction has been partially restored through 
greater operating efficiencies and increased asset 
retention. 

To compete effectively with the direct-to-public 
channels, the Corporation has focused on increasing 
the public’s brand recognition of its three fund fami- 
lies and its STAR strategic asset allocation service 
through increased advertising and marketing efforts. 
This has also narrowed profit margins. In addition, 
the Corporation has increased its education and due 
diligence support to the independent dealer commu- 
nity to enhance that community's ability to add value 


to the investment process and build sales. 


During the past year, the market share of the distri- 
bution channel utilized by the Corporation (indepen- 
dent dealer network) increased to 44.7% and the 
Corporation was able to increase its own industry 
market share slightly to 7.8%. 

The cumulative effect of these competitive pres- 
sures has been to reduce the equity fund annual net 
management fees to less than 1% of managed assets; 
the net management fees on international funds 
managed by sub-advisors to approximately 0.50%; 
and the net management fees on fixed income funds 
to approximately 0.65% of assets. Those net manage- 
ment fees in each case are before deduction of mar- 
keting, financing and general operating expenses 
incurred by the Corporation. The Corporation is con- 
tinuing to pursue less expensive means of financing 
the selling commissions paid on sales of redemption 
charge securities. Its initiatives include the April 1996 
issue of $100 million of unsecured senior debentures. 

Investment performance, diversity of products, cap- 
ital base, efficient administration systems and dealer 
relationships provide the means for the Corporation 
to remain a leader in the Canadian mutual fund 
industry. As a result of the positive contribution of 
these factors, long-term growth is expected in the 
Corporation’s managed asset base. The achievement 
of that goal continues to be important in anticipation 


of continued downward pressures on profit margins. 


Management Services — 
United States 


In the United States, the Corporation’s mutual fund 
management services are carried out by MIMI and its 
subsidiaries. In general, MIMI provides the same 
investment management, marketing and administra- 
tive services to its 17 sponsored funds as the 
Corporation provides to its funds in Canada. 

In recent years, MIMI has increasingly concentrated 
on funds for international market investing, a niche 
in the United States fund industry which is less heavi- 
ly occupied. MIMI has assembled a dedicated profes- 
sional investment management team and analytical 
support staff to pursue investment in United States 
equities, domestic and international fixed income 
securities, and global securities in both developed 
markets and newer emerging markets. 

This more specialized activity has resulted in solid 
gains in gross and net fund sales, assets under admin- 
istration and profitability. MIMI closed the 1996 fiscal 
year with more than $2.1 billion under management, 
and provided investment management services to five 
of the Corporation's Canadian funds, representing a 
further $765 million of assets. 

Approximately 84% of MIMI’s gross fund sales last 
year were in its five-star rated Ivy International Fund. 
While the visibility and popularity of that fund is 
very welcome, its success has tended to overshadow 
the qualities of the other equity funds MIMI offers. 
MIMI is addressing that situation by vigorously pro- 
moting those other funds to its growing dealer distri- 
bution network. 

During this past year, MIMI has broadened its deal- 
er agreements with Merrill Lynch, Charles Schwab & 
Co., Inc. and Fidelity Investment Advisor Group 
which has significantly expanded the market share 
potential for its equity funds. Recently, MIMI received 
a second Morningstar five-star rating for its Ivy 
Emerging Growth Fund. This rating should assist the 
future sales potential of that fund. MIMI is confident 
that it can continue to expand total fund sales in the 


year ahead. 
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The United States mutual fund market is extremely 
competitive and, similar to the Canadian market, is 
dominated by the larger mutual fund organizations. 
MIMI's strategy of concentrating the bulk of its market- 
ing and investment management activities in the spe- 
cialized international and domestic fund markets, 
which have fewer competitors and higher profit mar- 
gins, has enabled it to establish an impressive track 
record in those markets. It is well positioned to contin- 
ue to grow its asset base and contribute more signifi- 
cantly to the Corporation’s profitability. 


Trust Company Operations 


The Corporation’s trust company operations are con- 
ducted by MRSTC on its own behalf and as trustee for 
the registered investment plan business conducted by 
the Corporation and MRSI. The initial purpose of the 
trust company operation was to provide trustee and 
administration services to the registered retirement 
savings plans, registered retirement income funds, reg- 
istered education savings plans and group registered 
retirement savings plans offered by the Corporation. 
More recently, MRSTC has expanded its range of prod- 
ucts and services beyond those registered trustee ser- 
vices. During 1995, MRSTC commenced an RRSP 
loans program for MRSI accounts, which for many 
years had been provided by other financial institu- 
tions. RRSP loans issued during the year ended March 
31, 1996 amounted to $28.6 million ($10.3 million in 
1995 and nil in prior years). Management expects this 
business to further expand in 1997 with the introduc- 
tion of a Corporation-sponsored RRSP loan program. 
MRSTC has also developed a traditional mortgage 
lending business, within the capital and regulatory 
parameters established by governing regulation and 
policy. Last year was the second consecutive year of 
profitable operations after two prior years of losses, 
due to difficulties within its commercial mortgage 


portfolio. 
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MRSTC has developed a program to aggressively manage mortgage arrears. The loan loss provisions as at March 


31, 1996 are believed to adequately reflect current values. The table below provides specific details of the MRSTC 


mortgage portfolio. 
MRSTC Statistics (thousands) 


MRSTC loans 

Consumer loans 

NHA insured mortgages 
Conventional residential mortgages 
Conventional commercial mortgages 


Mortgage administration — third parties 
Institutional clients 

Mortgage backed securities 

Ivy Mortgage Fund 


Total loans administered 

MRSTC loan arrears (over 60 days) 
Consumer loans 

NHA insured mortgages 
Conventional residential mortgages 
Conventional commercial mortgages 
Net interest spread (thousands) 


Trusteed registered accounts (thousands) 


During the past three years, MRSTC has improved 
the security on its loan portfolio by increasing the 
NHA insured mortgage portfolio and reducing com- 
mercial loans. Management believes that the arrears 
position in the commercial mortgage portfolio will 


improve in the year ahead. 


In addition to its direct mortgage lending activities, 


MRSTC sources and administers high quality and 
insured mortgages for third party investors, the 
Corporation's Ivy Mortgage Fund and the mortgage- 
backed securities market. In fiscal 1996, MRSTC 
maintained four offices in three provinces staffed 
with mortgage officers to generate additional mort- 
gage lending activity. A Calgary office was opened in 
fiscal 1995 to better service increasing residential 
mortgage business in that province. In some 
provinces, changing mortgage brokering legislation 
now allows MRSTC to source NHA mortgages from 


the same financial advisors who sell the Corporation’s 


mutual funds. 


096 ee 002 
$ 28,602 San 10;255 $ —_ 
135,074 105,250 51,216 
40,672 51,495 65,789 
26,522 27,437 30,179 
ena Pipa rue cee sta 
(6,140) (4,207) (4,584) 
wie co ps teeter eae Spee ete Bek ctoe aye 
$ 619,608 $ 647,177 $ 692,474 
161,859 114,435 87,139 
71,535 24,113 8,746 
oe a ee padi eee athe oe 
gaa neat NRE Re pee ee dee ae 
0.04% = = 
1.66% 0.81% 3.05% 
4.30% 2.86% 4.63% 
22.71% 21.31% 23.09% 
$ 6,583 $ 3,958 See 613 
416 369 321 


MRSTC will continue to concentrate on developing 
specialized trustee services for the Corporation and 
MRSI, innovative financial products and expansion of 
trustee and administrative services to other parties. As 
a small, specialized trust company without an exten- 
sive branch network, MRSTC is not subject to many of 
the competitive factors that affect Canada’s larger trust 
company organizations, although its customer 
deposits and mortgage lending activities are subject to 
the same economic factors. Total MRSTC operations 
continue to move steadily forward with an improved 
return on equity in fiscal 1996, and expectations for 
greater profitability in fiscal 1997. 


Multiple Retirement Services Inc. 


MRSIT is an administrative services business offering 
self-directed retirement plans and other financial ser- 
vices products. MRSI presently has 196 thousand 
investor accounts (1995 — 185 thousand; 1994 — 150 
thousand) representing approximately $7.4 billion of 
assets under administration (1995 — $5.6 billion; 
1994 — $4.0 billion). 

MRSI provides investor record-keeping, tax report- 
ing and purchase and redemption processing services 
to its investor clients under arrangements which pro- 
vide MRSI with an annual administration fee for each 
account. The Corporation’s mutual fund investors 
comprise approximately 23% (by asset total) of the 
MRSI assets under administration. MRSI also enjoys 
strong support from a number of other major mutual 
fund organizations. 

During the year, MRSI continued to acquire the 
necessary human resources to broaden its product 
line and enhance its service platform. Dealers are 
increasingly demanding a broader range of services to 
allow them to compete with other service providers 
who are able to cross-sell to their clients. 

While service continues to improve at MRSI, much 
has yet to be done. MRSI has formulated an ambi- 
tious set of undertakings to be completed by manage- 
ment in fiscal 1997. Modifications to its account 
administration platform are underway to provide the 
following functionality: 
® trustee services for IDA member firms; 
© open accounts; 

e enhanced securities trading capabilities; 

¢ a broader array of loan products; 

¢ transaction and commission-based fee alternatives 
to the current account-based fee; and 

e multi-fund company asset allocation plans based 
on the technology developed for the Corporation’s 


STAR strategic asset allocation service. 


Management is also completing a major enhance- 
ment of MRSI's trading capabilities which, combined 
with wire order services offered last year, will provide 
for more timely trading. Customer statements have 
also been modified to provide, for the first time, 
account activity and other information needed to 


bring this service up to industry-leading standards. 
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With the trend towards increasing reliance by 
investors upon registered tax plans and the consolida- 
tion of their investments within a single plan to sim- 
plify personal administration, the Corporation 
believes that MRSI’s business operations will continue 
to expand at a rapid pace. By doing so, MRSI will 
maintain its position as the largest provider of self- 
directed mutual fund plans in Canada to clients of 


independent financial advisors. 


Other Investments 


The Corporation owns approximately 20% of the 
ordinary shares of MWI, the holding company for the 
brokerage firm MWCI. A broad range of investment 
and financial advisory services are provided by MWCI 
to Canadian investors. This firm has the largest retail 
sales force of any independent brokerage firm in 
Canada. With its concentration on retail client prod- 
ucts and services, MWCI is also expected to benefit 
from the same demographic changes predicted to 
benefit the mutual fund industry during this decade, 
as a large segment of the population approaches the 
peak pre-retirement saving and investing years. 

Two of the Corporation's senior officers are direc- 
tors of MWI, but the MWI and MWCI business opera- 
tions are managed separately and without direction 
from the Corporation. In fact, some aspects of the 
MWCI operations (such as the Atlas Groups of Funds) 
are directly competitive with the activities conducted 
by the Corporation. However, MWCI continues to be 
a major distributor of the Corporation’s mutual funds 
and provides valuable expertise in corporate finance 
and other areas when retained by the Corporation. 

The Corporation accounts for its investment in 
MWI using the equity method, whereby its propor- 
tionate share of MWI after-tax earnings and losses are 
included in the Corporation’s consolidated earnings. 

Effective June 10, 1996 the Corporation sold the 
remaining 50% of its original investment in Versa 
Management Systems Limited to its management. 
This sale reflects the Corporation’s strategy to elimi- 
nate its investment in a key supplier's business. The 
elimination of the Corporation’s ownership position 
will now allow its management more leeway to 
explore other business opportunities in which the 


Corporation has no strategic interest. 
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Financial Results — 


Fiscal 1996 Compared with Fiscal 1995 and Fiscal 1994 


(in thousands of dollars unless otherwise stated) 


Revenue 


Total revenue for the year ended March 31, 1996 
increased by $47,837 or 21.6% to $269,409 from 
$221,572 last year and $187,623 for the year ended 
March 31, 1994. 

The investment management services business pro- 
vided by the Corporation and by MIMI represent the 


assets during the year ended March 31, 1996 resulted 
in a 28.9% increase in mutual fund and private client 
assets under administration to $16.9 billion from 
$13.1 billion as at March 31, 1995 and $12.1 billion 
as at March 31, 1994. The relevant components of 
assets under administration are shown in the follow- 


largest contribution to consolidated revenue. The sig- ing table. 

nificant growth in Canadian and U.S. mutual fund 

Assets Under Administration (millions) [4996 -% Change 1995 ~%Cha nge 1994 | 
Canadian mutual funds $ 12,836 31.7 $ 9,744 10.7 $ 8,799 
U.S. mutual funds (Cdn$) 2,149 36.4 1,575 4.2 17512 
Private & institutional clients 1,899 6.6 1,781 (1.7) 1,811 
Total assets under administration $ 16,884 28.9 $ 13,100 8.1 Saal 22 


MANAGEMENT AND ADMINISTRATION FEES include 
fees charged to the Corporation’s Canadian and U.S. 
mutual funds, investment advisory fees charged to 
private and institutional clients, registered plan 
account fees, third party services revenue and mott- 
gage servicing, mortgage banking and mortgage origi- 


Source of Fees (thousands) 


Gross Canadian mutual fund management and administration fees 
Distribution fees paid to limited partnerships 


Net revenues from Canadian mutual fund management 
Private account fees 

U.S. mutual fund management 

Registered plan account fees 

Mortgage and trust administration fees 


nation fees generated by the trust business. 

Management and administration fees, net of distri- 
bution fees paid to retail limited partnerships, 
increased by $36,860 to $226,374 in 1996 from 
$189,514 in 1995 and $159,587 in 1994 as detailed 
in the following table. 


1996 Change 


1995 Change 1994 


$ 203,595 $34,244 $169,351 $ 30,614 $ 138,737 


(23,914) (1,385) (22,529) ~— (3,285) _~—s- (19,244) 
179,681 32,859 146822 27,329 119,493 
4,064 (61) 4125 (521) 4,646 
18,540 3,950 14,590 2,502 12,088 
19,040 2,752 16,288 5,151 11,137 
2,705 ~— (1,355) 4,060 (145) 4,205 
2,344 (1,285) 3,629 (4,389) 8,018 

$ 226,374 $36,860 $189,514 $ 29,927 $159,587 


The increase in net management and administra- 
tion fees was attributable to the significant growth in 
mutual fund assets under administration in Canada 
and the United States. It was also due to the fact that 
the Corporation retained the incremental manage- 
ment fees attributable to the growth in assets by 
financing the payment of selling commissions inter- 
nally as opposed to using limited partnerships. 

Net sales of the Canadian-managed mutual funds 
in the amount of $1.8 billion and market apprecia- 
tion of $1.3 billion, combined to provide a record 
year-over-year growth in assets of $3.1 billion to 
$12.8 billion from $9.7 billion as at March 31, 1995 
and $8.8 billion as at March 31, 1994. 

Similarly, after lacklustre performance of U.S. 
financial markets in our 1995 fiscal year, net sales of 
the U.S. managed mutual funds were $341 million. 
Combined with market appreciation of $276 million 
and distributions and exchange adjustments, this 
resulted in a year-over-year growth of $574 million in 
assets to $2,149 million from $1,575 million as at 
March 31, 1995 and $1,512 million as at March 31, 
1994. 

The increase in MRSI revenue, reported as regis- 
tered plan account fees, is attributable to: 

e the growth in accounts under administration to 
approximately 196 thousand from 185 thousand; 
an increase in termination fee revenue as a result of 
changing regulatory requirements and the decision 
by certain dealers to transfer the administration of 


their investor accounts in-house. 


The decline in mortgage and trust administration 
fees relates to the transfer, during the year, of MRSTC’s 
commercial mortgage origination business in British 
Columbia into a new company that is wholly owned 
by the former principals of the operation. As consider- 
ation for performing various administration functions 
for this operation, MRSTC continues to receive a por- 
tion of the revenues generated by this operation. 
However, MRSTC is no longer responsible for any of 
the related operating expenses that were recorded in 


its financial statements in prior years. 
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The decline in other management and administra- 
tion fee revenue is primarily attributable to the sale 
of 50% of the Corporation’s ownership in Versa 
Management Systems Limited to its key employees 
effective June 30, 1994, which resulted in the deci- 
sion to account for the Corporation’s share of Versa 
Management Systems Limited earnings using the 
equity accounting method rather than on a consoli- 
dated basis. 


DISTRIBUTION REVENUE includes: 

e redemption fees earned on the funds for which the 
Corporation and MIMI acted as primary distributor; 

e revenue from direct investment in limited partner- 
ships formed to pay selling commissions for sales of 
units of the Corporation’s sponsored funds sold on 
a back load basis; and 

* commission revenue on sales of MIMI’s sponsored 


funds. 


Distribution revenue increased by $4,771 to $14,901 
for the year ended March 31, 1996 from $10,130 at 
March 31, 1995 and $7,127 at March 31, 1994 due 
primarily to the decision by the Corporation to fund 
selling commissions directly, rather than by utilizing 
additional limited partnerships. In early fiscal 1995, 
the Corporation formed Mackenzie Limited 
Partnership 1994, which directly funded $49 million 


in selling commissions. 


INTEREST INCOME RELATING TO MRSTC LENDING 
OPERATIONS includes interest from mortgage and 
consumer RRSP loans, interest earned on MRSI 
investor cash float balances and mortgage-backed 
securities sales fee revenue. Interest relating to lending 
operations increased by $7,279 to $22,466 from 
$15,187 at March 31, 1995; and, $15,753 at March 
31, 1994. The growth in the loan portfolio by $34,500 
to $224,730 at March 31, 1996 from $190,230 at 
March 31, 1995, resulted in mortgage loan interest of 
$16,913 (1995 - $12,318; 1994 - $12,651) and inter- 
est on consumer loans to fund RRSP contributions of 
$635 (1995 - $112; 1994 - nil). Mortgage-backed 
securities sales fee revenue in the amount of $1,304 
(1995 - $146; 1994 - $2,459) was included in interest 
income. Non-performing loans continued to have a 


negative impact on interest income in all three years. 
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INTEREST AND DIVIDENDS, which relate to the 
Corporation's portfolio of government and other 
securities, decreased by $1,028 to $5,732 at March 31, 
1996 from $6,760 at March 31, 1995 and increased 
by $1,119 from $4,613 at March 31, 1994. The 
decline during the year was attributable to the 
Corporation’s decision to fund the payment of selling 
commissions using its capital, in the amount of 
$138,168 (1995 - $32,876; 1994 - $97,340), to deal- 
ers who sell units of its Canadian and U.S.-managed 
mutual funds on a back load basis and the increase in 
sales as compared to the year ended March 31, 1995. 
In 1995, the Corporation formed Mackenzie Limited 
Partnership 1994, which funded selling commissions 
of $49 million, permitting the Corporation to main- 
tain additional short-term investments. The decline 
in the prior year related to the increased funding of 
selling commissions directly and the acquisitions of 
MRSI and other mutual fund management compa- 
nies, both in Canada and the ULS., referred to in pre- 


vious annual reports. 


Expenses 


Total operating expenses increased by $35,067 or 
20.9% to $202,908 at March 31, 1996 from $167,841 
at March 31, 1995 and $146,688 at March 31, 1994. 


GENERAL AND ADMINISTRATIVE EXPENSES 
increased by $11,208 to $96,858 at March 31, 1996 
from $85,650 at March 31, 1995 and increased by 
$10,404 from $86,454 at March 31, 1994. The princi- 
pal components of the increase were: 

e variable distribution costs associated with the high 
level of gross Canadian mutual fund sales during 
the year, which increased by $6,225; and 

e subadvisor fees, applicable to the growth in mutual 
fund assets under administration in Canada where 
the portfolio management is provided by indepen- 
dent subadvisors, which increased by $1,587. 


Certain of the Corporation’s distribution costs vary 
directly with sales of the Corporation’s mutual funds. 
Those sales are detailed on the Mutual Fund Sales and 
Redemptions table below. These marketing programs 
are usually established one year in advance of imple- 
mentation. The related expenses are recorded as the 
independent distributor is qualifying in accordance 
with each program’s rules. Increases in fund sales will 
depress short-term profitability because the program 
costs are expensed before the assets arising from fund 
sales produce incremental management fees which 
exceed costs incurred. These variable expenses 
increased to $17,581 from $11,357 at March 31, 1995 
and $17,016 at March 31, 1994. 


Mutual Fund Sales and Redemptions (in millions of dollars) 1996 Change 1995 Change 1994 | 
Gross Sales 
Canada $ 3,865 $ 885 S 2,980 S$ (862) $ 3,842 
United States 711 375 336 (82) 418 
Total $ 4,576 $ 1,260 S 3/316 $ (944) $ 4,260 
Redemptions 
Canada $ 2,016 $ (68) $ 2,084 $ 208 S$ 1,876 
United States 370 42 328 98 230 
Total $ 2,386 $ (26) $ 2,412 $ 306 $ 2,106 
Re eae a emg racae eons pantera ror Bry pecpitean tre WOR ate eapeys SR 
Canada $ 1,849 $ 953 S$ 896 S$ (1,070) S 1,966 
United States 341 333 8 (180) 188 
Total $ 2,190 $ 1,286 $ 904 Sarl; 250) S D4 


In addition, during the year the Corporation pro- 
vided investors with five new STAR portfolios and 
continued its aggressive marketing campaign for this 
strategic asset allocation service. Assets under admin- 
istration in STAR increased to $ 716 million as at 
March 31, 1996 from $ 81 million at March 31, 1995. 

Since 1992, the Corporation has diversified its 
product line to include not only the Ivy Funds but also 
The Universal Funds. During the year, the Corporation 
engaged the services of Bluewater Investment 
Management Inc. to provide subadvisory services to 
two Universal Funds, one of which was launched dur- 
ing the past year. The Universal Funds have permitted 
the Corporation to diversify its product line and 
enhance its international portfolio. Although some of 
The Universal Funds have investment advisory services 
provided by independent subadvisors, the subadvisor 
fees have decreased as a percentage of managed assets 
on a year-over-year basis. 

MIMI general and administration expenses 
increased by $3,314 to $18,327 in 1996 from $15,013 
in 1995 and $12,138 in 1994. The significant growth 
in Ivy International Fund assets under administration, 
for which the investment advisory service is provided 
by Northern Cross Investments Limited, increased 
subadvisor fees by $2,005. Additional compensation 
costs relating to the growth in assets under adminis- 
tration and the improved profitability of MIMI 
accounted for the remaining increase in expenses. 

MRSI total expenses increased by $1,479 to 
$20,209 in 1996 from $18,730 in 1995 and $10,500 
in 1994 of which $17,571 was included in general 
and administration expenses in 1996 as compared to 
$16,211 in 1995 and $9,085 in 1994. The expenses 
related primarily to the hiring of additional personnel 
and the implementation of electronic enhancements 
to the back office operations. These enhancements 
were required to support the growth in accounts in a 


high volume transaction-based business. 


MACKENZIE FINANCIAL CORPORATION 19 


MRSTC experienced a $167 decrease in its general 
and administrative expenses for 1996 to $10,072 
from $10,239 in 1995 and $11,010 in 1994. During 
the year, MRSTC recorded a loan loss provision of 
$2,383 as compared to $1,806 in 1995 and $3,932 in 
1994. As stated in the section entitled Management 
and Administration Fees, the commercial mortgage 
origination business in British Columbia was trans- 
ferred to the former principals. As a result, MRSTC is 
no longer responsible for any of the related operating 
expenses that were recorded in the financial state- 


ments in prior years. 


TRAIL COMMISSIONS TO DEALERS increased by 
$8,766 to $41,823 from $33,057 at March 31, 1995 
and by $16,728 from $25,095 at March 31, 1994 due 
to the growth in mutual fund assets under administra- 
tion in Canada and the U.S. and the launch of a 
deferred sales charge program by MIMI in 1994. 


INTEREST EXPENSE RELATING TO DEPOSIT OPERA- 
TIONS increased by $3,476 to $14,638 in 1996 from 
$11,162 in 1995 and $12,843 in 1994 due to the 
growth in customer deposits, which include MRSI 
investor cash float balances, and expenses relating to 
the increase in mortgage-backed securities issued dur- 
ing the year. 

INTEREST EXPENSE ON NOTES PAYABLE reflects the 
interest expense attributable to the 6.67%, $50 mil- 
lion asset-backed notes issued by MSP on March 3, 
1994. Interest expense was recorded for one month at 
March 31, 1994 and for the full year during the subse- 


quent two years. 
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Net Earnings and Earnings Per Share 


Net earnings, before the equity in earnings of MWI, 
increased by $6,833 or $0.12 per share to $35,498 
from $28,665 for the year ended March 31, 1995 and 
by $14,149 or $0.24 per share from $21,349 for the 
year ended March 31, 1994. Improved profitability of 
the Corporation’s Canadian and U.S. mutual fund 
businesses and the trust business were the primary 
contributors to the increase. 

The Corporation's investment in MWI contributed 
$5,135 to net earnings or $0.09 per share for the year | 
ended March 31, 1996 compared to $775 or $0.01 
per share for the year ended March 31, 1995 and 
$14,712 or $0.25 per share for the year ended March 
31, 1994. Lower interest rates, a more stable political 
climate after the referendum, growing investor confi- 
dence and the implementation of cost reduction 
measures led to improved profitability for MWI in the 
last quarter of 1995 and the first quarter of 1996. 
MWI 1994 results were enhanced by tax losses carried 
forward from prior years. 

Net earnings increased by $11,278 or $0.19 per 
share to $40,728 from $29,450 for the year ended 
March 31, 1995 and by $4,667 or $0.08 per share 
when compared to the year ended March 31, 1994. 
The equity earnings of MWI accounted for the lower 
growth in net earnings as compared to the year ended 
March 31, 1994. 


Liquidity and Capital Resources 


The Corporation has historically maintained capital 
and liquid assets in excess of short-term require- 
ments; a strategy that allowed the Corporation to 
acquire companies providing management and 


administrative services. 


Back load sales, especially during high volume 
periods, as was the case this year, place significant 
demands on the Corporation’s capital resources. 
During the year, the Corporation paid $90,995 in 
selling commissions directly, $41,541 through MSP 
and $5,632 was paid by MIMI. As described in Note 
15 to the financial statements Revenue Canada has 
reassessed the Corporation for deducting certain 
sales commissions as incurred from its taxable 
income. Should Revenue Canada’s position prevail, 
our industry’s cost of distribution on a deferred basis 
would increase. 

Effective April 2, 1996, the Corporation issued 
$100 million of unsecured indebtedness as explained 
in Note 17 accompanying the financial statements. 
This additional capital, together with cash flow from 
operations, will be used primarily to pay future sell- 
ing commissions. 

The Corporation will continue to maintain suffi- 
cient capital to make opportunistic strategic invest- 
ments at what we believe to be reasonable prices. 

Capital in the management services business is 
almost entirely composed of shareholders’ equity, 
the debenture issue and notes payable. In the trust 
company, management has used the traditional 
method of using customer deposits to fund mortgage 
lending activities. The increase in customer deposits 
on the balance sheet to $283,478 at March 31, 1996 
from $213,880 at March 31, 1995 is directly related 
to the increase in mortgage business and MRSI's 
administration business. MRSTC has also developed 
expertise in securitizing mortgages to augment its liq- 
uidity management. 

A strong capital base is critical both for the expan- 
sion in managed assets the Corporation expects to 
experience in the balance of the 1990's, and for protec- 
tion during periods where managed assets erode due 
to market declines or increases in fund redemptions. 

In summary, capital funds are generated internally 
through retained earnings and externally through the 
issuance of debentures and the sale of the 
Corporation’s shares. Customer deposits, the sale of 
Ivy Mortgage Fund and mortgage-backed securities 
generate funds for MRSTC’s mortgage business. 


The Outlook 


Higher levels of managed assets generally lead to rev- 
enue increases because fee revenues are directly corre- 
lated with the level of assets under administration. 
The Corporation’s growth in assets under administra- 
tion in fiscal 1996 was achieved by further diversify- 
ing its product offering in Canada and the United 
States, very aggressive marketing, net sales, and excel- 
lent relative fund performance. 

Management expects business prospects for the 
Corporation’s Canadian core mutual fund business to 
to improve further. MIMI continues to face severe 
competition, especially for its fixed income funds. 
However, increasing growth and acceptance of its U.S. 
emerging growth funds and international products is 
encouraging. MRSTC’s mortgage asset quality has 
improved and should enhance future returns from 
this operation and interest margin spreads have 
widened significantly. MRSI service and financial 
return issues continue to occupy management time 
but the solutions are in sight. MRSI's product line will 
expand in 1997 with profitability following shortly 
thereafter. Recent new issue activity, improved institu- 
tional market share and higher trading volumes on 
Canadian Stock Exchanges are improving MWI's earn- 
ings prospects. 

Two factors could have a moderating impact on 
near-term earnings growth. First, any retreat in securi- 
ties prices in both stock and bond markets will serve 
to reduce revenue growth by decreasing the value of 
assets under administration. Persistent declines in 
security values have also historically reduced mutual 
fund sales. Second, the volatility in the contribution 
from MWTI is an aspect of the brokerage industry that 
can never be ignored. 

In fiscal 1997, the Corporation expects to utilize its 
diversified core product lines and the involvement of 
its subsidiary companies to further enhance profit 
growth. Today, sales of five of the Corporation’s 
Canadian-managed mutual funds can increase the 
profitability of both the Canadian and the U.S. mutu- 
al fund businesses. RRSP loans from MRSTC can 
enhance the interest spread at MRSTC, increase the 
administrative revenue at MRSI and result in the sale 
of a security of a Mackenzie managed mutual fund. 
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Several planned product launches for MRSI, such 
as the asset allocation service which involves funds of 
several mutual fund management companies and 
open accounts, should enhance the return from this 
operation. Similarly, investment loans at MRSTC 
could provide profit growth potential to be shared 
among affiliated companies. 

In fiscal 1996, management also made several cap- 
ital investments to improve processing technology. 
Enhanced communication tools, imaging technology 
and specialized data warehouse projects were started. 
This 1996 technology spending will start to generate 
efficiency returns in the latter half of 1997 as the 
implementation of these applications is completed. 
While we have not yet realised the potential benefits 
of these investments in technology, early indications 
show that costs per transaction, capacity, customer 
service levels and response time will be enhanced dra- 
matically as the year unfolds. 

The Corporation also has substantial fundamental 
strengths in place which will continue to be fostered 
by management in the year ahead. These include: 
¢ outstanding employees; 
¢ a superior long-term record of investment perfor- 

mance; 

¢ a reputation for quality administrative systems and 
Services; 

e a high level of marketing commitment to the distri- 
bution network of independent financial advisors; 
and 

¢ a strong balance sheet. 


Management believes these strengths will result in 


continued improvements in earnings in future years. 
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Management’s Report to the Shareholders 


The accompanying consolidated financial statements and all information in the Annual Report have been prepared 
by management and approved by the Board of Directors of the Corporation. The consolidated financial statements 
were prepared in accordance with accounting principles generally accepted in Canada and, where appropriate, 
reflect management's best estimates and judgements. Management is responsible for the accuracy, integrity and 
objectivity of the consolidated financial statements within reasonable limits of materiality and for the consistency of 
financial data included in the text of the Annual Report with that contained in the consolidated financial statements. 

Management is responsible for the maintenance of a system of internal controls designed to provide reasonable 
assurance that the Corporation’s assets are safeguarded; that only valid and authorized transactions are executed; 
and that accurate, timely and comprehensive financial information is prepared. 

The Corporation’s Audit Committee is appointed by the Board of Directors annually and is comprised entirely of 
non-management directors. The Audit Committee meets with management as well as with the independent audi- 
tors to satisfy itself that management is properly discharging its financial reporting responsibilities and to review the 
consolidated financial statements and the independent auditors’ report. The Audit Committee reports its findings to 
the Board of Directors for consideration in approving the consolidated financial statements for presentation to the 
shareholders. The independent auditors have direct access to the Audit Committee of the Board of Directors. 

The consolidated financial statements have been independently audited by Coopers & Lybrand on behalf of the 
shareholders, in accordance with generally accepted auditing standards. Their report outlines the nature of their 
audit and expresses their opinion on the consolidated financial statements of the Corporation. 


(me ener 


ALEXANDER CHRIST JAMES T. DRYBURGH, C.A. 
President and Chief Executive Officer Senior Vice-President and Chief Financial Officer 


May 10, 1996 


Auditors’ Report to the Shareholders 


We have audited the consolidated balance sheets of Mackenzie Financial Corporation ds at March 31, 1996 and 1995 
and the consolidated statements of earnings and retained earnings and changes in financial position for each of the years 
in the three year period ended March 31, 1996. These financial statements are the responsibility of the Corporation's 
management. Our responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstate- 
ment. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by manage- 
ment, as well as evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of 
the Corporation as at March 31, 1996 and 1995 and the results of its operations and the changes in its financial position 
for each of the years in the three year period ended March 31, 1996 in accordance with accounting principles generally 


beeps Vif? 


Coopers & LYBRAND 
Chartered Accountants 


accepted in Canada. 


Toronto, Canada 
May 10, 1996 
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Consolidated Balance Sheets 


As at March 31 
(thousands of dollars) 
ee 1996 eg 10955 3 
Assets 
Cash and short-term investments (note 9(b)) $ 103,188 § 144,455 
Accounts and other receivables 61,781 515 17, 
Income taxes recoverable 38,055 —_— 
Loans (notes 3 and 4) 224,730 190,230 
Deferred selling commissions and investment 
in related partnerships (note 5) 219,506 M2757, 
Investment in affiliated companies 60,429 56,039 
Management contracts 14,360 17,534 
Capital assets (note 6) 25,922 22,705 
Goodwill (note 7) 7,104 8,293 
Other assets (note 8) 12,396 15,033 
$ 767,471 $ 618,563 
Liabilities 
Bank loans (note 9) $ 14,800 Sans O12 
Accounts payable and accrued liabilities 49,965 34,592 
Income taxes payable —_— 10,257 
Customer deposits (note 10) 283,478 213,880 
Notes payable (note 71) 37,973 44,184 
Deferred taxes 92,803 48,423 
$ 479,019 $ 364,348 
Commitments and Contingency (notes 9and 15) 
Shareholders’ Equity 
Capital stock (note 12) 
Authorized — Unlimited number of common shares 
Issued and outstanding 
\—59,628,61 5)(1995 — 59,264,115) common shares $ 41,028 Ss GO.lS 
Retained earnings 247,424 215,402 
$ 288,452 $97254/215 
$ 767,471 § 618,563 


(The accompanying notes are an integral part of these consolidated financial statements.) 


Signed on behalf of the Board 


) FP. Hom Hons 


ALEXANDER CHRIST FE. WARREN HurstT 
Director Director 
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For the years ended March 31 
(thousands of dollars except per share figures) 


Consolidated Statements of Earnings and Retained Earnings 


(1996 (1995 1994 
Revenue 
Management and administration fees $ 250,288 $ 212,043 $ 178,831 
Less distribution fees paid to limited partnerships (23,914) (22,529) (19,244) 
226,374 189,514 . 159)587 
Distribution revenue 14,901 10,130 UAT 
Interest relating to lending operations 22,466 ep tey 15,753 
Interest and dividends 5,732 6,760 4,613 
Gain (loss) on sale of investments (64) (19) 543 
269,409 22 oye. 187,623 
Expenses 
General and administrative 96,858 85,650 86,454 
Trail commissions to dealers 41,823 33,057 25,095 
Interest expense relating to deposit operations 14,638 11,162 12,843 
Interest expense on bank loans 795 647 149 
Interest expense on notes payable (note 71) 2,688 3,084 256 
Depreciation and amortization of capital assets 10,255 9,225 8,667 
Amortization of goodwill 1,258 1,197 Sz, 
Amortization of management contracts 3,174 3,174 2,196 
Amortization of deferred selling commissions (note 5) 31,419 20,645 9,871 
202,908 167,841 146,688 
Earnings before provision for income taxes and 
equity in earnings of affiliated companies 66,501 53,731 40,935 
Provision for (recovery of) income taxes (note 13) 
Current (13,377) (639) 1,371 
Deferred 44,380 25,705 18,215 
31,003 25,066 19,586 
Net earnings before equity in earnings 
of affiliated companies 35,498 28,665 21,349 
Equity in earnings of affiliated companies 5,230 785 14,712 
Net earnings for the year 40,728 29,450 36,061 
Retained earnings - beginning of year 215,402 193,064 163,475 
Adjustment for impaired loans (note 2) (390) — — 
215,012 193,064 163,475 
Dividends paid 8,316 WAZ 6,472 
Retained earnings - end of year $ 247,424 $ 215,402 $ 193,064 
Earnings per share - basic $ 0.69 s 0.50 $ 0.61 
Fully diluted earnings per share (note 12) $ 0.66 $ 0.49 $ 0.60 


(The accompanying notes are an integral part of these consolidated financial statements.) 
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Consolidated Statements of Changes in Financial Position 


For the years ended March 31 


(thousands of dollars) 
fe 19968 1995 
Operating Activities 
Net earnings for the year $ 40,728 $ 29,450 $ 36,061 
Items not affecting cash — 
Depreciation and amortization 46,106 34,241 21,891 
Deferred taxes 44,380 25,705 SAIS 
Adjustment for impaired loans (390) — — 
Equity in earnings of affiliated companies 
net of dividends received of $840 
(1995 — $840; 1994 - $210) (4,390) 5) (14,502) 
126,434 89,451 61,665 
Net (increase) decrease in non-cash 
balances related to operations (note 14) (43,203) 12,208 (15,331) 
83,231 101,659 46,334 
Financing Activities 
Proceeds from bank loans 1,788 8,245 4,767 
Proceeds from (repayment of) notes payable (6,211) (5,816) 50,000 
Increase in customer deposits 69,598 34,535 31,684 
Payment of dividends (8,316) (7,112) (6,472) 
Issue of common shares 2,215 52 5,286 
59,074 29,904 85,265 
Investing Activities 
Purchase of capital assets (13,463) (15,160) (12,650) 
Payment of selling commissions (138,168) (32,876) (97,340) 
(Increase) decrease in loans (34,500) (47,630) 7,205 
Decrease (increase) in other assets 2,628 (3,333) (2,026) 
Purchase of management contracts oo — (7/1) 
Purchase price of shares in subsidiary company (69) (27) (11,174) 
Increase in investment in affiliated company (note 7) — (555) — 
(183,572) (99,581) (117,296) 
Increase (decrease) in cash and cash equivalents (41,267) 31,982 14,303 
Cash and cash equivalents —- beginning of year 144,455 112,473 98,170 
Cash and cash equivalents - end of year $ 103,188 $ 144,455 Sei 2473 
Cash $ 8,907 Sas 092 $ 4,466 
Short-term investments 94,281 140,763 108,007 


$ 103,188 $ 144,455 $ 112,473 


(The accompanying notes are an integral part of these consolidated financial statements.) 
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Notes to Consolidated Financial Statements 


for the years ended March 31, 1996, 1995 and 1994 
(thousands of dollars except per share figures) 


BEM Description of Business 


The Corporation is incorporated under the Business 
Corporations Act (Ontario). Its shares, which are wide- 
ly held, are listed on The Toronto Stock Exchange and 
the Montreal Exchange, under the ticker symbol MKF 
and quoted on NASDAQ in the United States under 
the ticker symbol MKFCF. 

The Corporation’s principal business is the market- 
ing and management of public mutual funds in both 
Canada and the United States. In addition, the 
Corporation provides investment management services 
to other public mutual funds and private accounts. 

The Corporation’s main ancillary businesses are the 
operations of M.R.S. Trust Company and Multiple 
Retirement Services Inc. These subsidiaries provide 
trustee and administrative services to registered 
accounts. As well, M.R.S. Trust Company conducts 
deposit taking and lending activities. 

The Corporation maintains a minority interest in 
Midland Walwyn Inc., the holding company for a bro- 
kerage firm and a fifty percent interest in Versa 
Management Systems Limited, a supplier of software 
services. 


EE Significant Accounting Policies 


The Corporation’s financial statements are prepared in 
accordance with accounting principles generally 
accepted in Canada. See note 18 for a reconciliation of 
net earnings using Canadian generally accepted 
accounting principles with net earnings using United 
States generally accepted accounting principles. The 
significant accounting policies are as follows: 


MANAGEMENT'S ESTIMATES 


The preparation of financial statements in conformity 
with generally accepted accounting principles requires 
management to make estimates and assumptions that 
affect the amounts reported in the financial statements 
and accompanying notes. Management believes that 
the estimates utilized in preparing its financial state- 
ments are reasonable and prudent. Actual results could 
differ from these estimates. 


CHANGES IN ACCOUNTING POLICIES 


During the year, the Corporation adopted the 
accounting policy for impaired loans in accordance 
with the new Section 3025 of the Canadian Institute 
of Chartered Accountants Handbook relating to gen- 
erally accepted accounting practices for the recogni- 
tion, measurement, presentation and disclosure of 
impaired loans, restructured loans and foreclosed 
assets. The Corporation provided, net of taxes, $390 
in respect of impaired loans, which provision has 
been charged to the Corporation’s retained earnings 
at April 191995: 


PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the 
accounts of the Corporation and its directly and indi- 
rectly owned subsidiaries and partnership of which 
the principal operating entities are: 


e Mackenzie Investment Management Inc. 
(“MIMI”) (a Delaware company) 

e M.R.S. Trust Company 

¢ Multiple Retirement Services Inc. (“MRSI”) 

e Mackenzie MEF Management Inc. 

e Mackenzie Securitized Partnership (“MSP”) 

¢ Mackenzie Financial Services Inc. (“MFSI”) 


INVESTMENT IN AFFILIATED COMPANIES 


The Corporation accounts for its investments in 
Midland Walwyn Inc. (“MWI") and Versa 
Management Systems Limited (“VMSL") using the 
equity method whereby the investment is initially 
recorded at cost and adjusted to recognize the 
Corporation’s share of after-tax earnings or losses less 
any dividends received. The excess of the purchase 
price of MWI over the value of net assets acquired of 
$15,298 is being amortized on a straight line basis 
over 20 years. The Corporation owns approximately 
20.4% of the ordinary shares of MWI with a quoted 
market value of $56,000 (1995 - $50,750) and 50% 
of the ordinary shares of VMSL, a private company. 


SHORT-TERM INVESTMENTS 


Short-term investments, consisting of liquid assets, 
are carried at amortized cost which approximates 
market value. 


FOREIGN CURRENCY TRANSLATION 


MIMI, a U.S. company, is considered to be financially 
and operationally dependent on Mackenzie 
Financial Corporation and accordingly, the temporal 
method of translation is used. Under this method, 
monetary assets and liabilities are translated at the 
rate of exchange in effect at the balance sheet date. 
Non-monetary items are translated at historical 
exchange rates and revenue and expense items are 
translated at the average exchange rate prevailing 
throughout the year, except for depreciation and 
amortization which are translated at the same histor- 
ical exchange rates as the assets to which they relate. 
Any resulting foreign exchange gains and losses are 
reflected in the Consolidated Statements of Earnings 
and Retained Earnings. 


CAPITAL ASSETS 


Capital assets are carried at cost less accumulated 
depreciation and amortization. Depreciation and 
amortization are provided at annual rates as follows: 


¢ Furniture and equipment 
20% diminishing balance basis 
¢ Computer hardware 
30% diminishing balance basis 
¢ Computer software 
50% straight-line basis 
¢ Leasehold improvements 
straight-line over term of lease 


LOANS 


Loans are stated at cost, which includes interest capi- 
talized and accrued, and other charges, less repay- 
ments and allowances for losses. Interest income on 
non-performing loans is not accrued. Loans are classi- 
fied as being non-performing when a specific 
allowance has been established or when interest or 
principal is past due 90 days. When the value of any 
loan is identified as impaired, the carried amounts are 
adjusted to estimated realizable amounts. Estimated 
realizable amounts are measured by discounting rea- 
sonably determinable expected future cash flows at 
the effective interest rate inherent in the loan or using 
the fair value of underlying security less realization 
costs or observable market prices for the loans. 
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GOODWILL 


Goodwill is recorded at cost and is being amortized on 
a straight-line basis over ten years. The Corporation 
assesses the value of its goodwill by considering the 
estimated future economic benefit associated with the 
earnings capacity of its subsidiaries. Goodwill is writ- 
ten down when it is considered that a permanent 
impairment in ongoing value has occurred. 


MANAGEMENT CONTRACTS 


Management contracts are recorded at cost and are 
amortized on a straight-line basis primarily over a ten 
year period. The Corporation assesses the value of its 
management contracts by considering the future eco- 
nomic benefit associated with the revenue capacity of 
the related mutual funds. 


SELLING COMMISSIONS AND INVESTMENT IN 
RELATED PARTNERSHIPS 

The Corporation directly finances selling commis- 
sions relating to its mutual funds which are distrib- 
uted on a deferred sales charge basis. In addition, the 
Corporation also participates with private investors in 
various related partnerships whose primary business 
purpose is to distribute and fund deferred sales 
charge mutual funds. Selling commissions and invest- 
ment in partnerships are recorded at cost and are 
amortized over five to seven years. Unamortized 
deferred commissions and investment in partnerships 
are written-off in the period to the extent that it is 
unlikely that expected future revenues will recover the 
unamortized costs. 

Revenue from the financing of selling commissions 
by the Corporation directly and indirectly through 
investments in MSP and related limited partnerships is 
included in distribution revenue and amounted to 
$9,809 (1995 — $6,335; 1994 — $2,766) and in man- 
agement and administration fees in the amount of 
$16,857 (1995 — $11,701; 1994 — 2,430). 
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BEM Loans BEM Deferred Selling Commissions 
and Investment in Related 


The Corporation's loans, net of unearned income and A 
ae Partnerships 


the allowance for credit losses, are as follows: 
— During the year ended March 31, 1996, the 


1996 ~=——«995=id| 
: z cial Corporation funded $138,168 (1995 — $32,876) in 
Consumer loans $ 28,602 Sm0i255 3 ce 
deferred selling commissions. 
NHA insured mortgages 135,074 105,250 ; ee 
reset iekea ec ee The Corporation recorded amortization of 
aeieees 40.672 51.495 $30,032 (1995 —- $19,280; 1994 — $8,506) of deferred 
Conventicnal commercial selling commissions funded directly and amortiza- 
mortgages 26,522 27,437 tion of $1,387 (1995 — $1,365; 1994 — $1,365) of its 
Cece nadoccccccvescveccceucsesecacececacsevectseesncsesessees ‘ ee re investment in related limited partnerships. 
Allowance for credit losses (6,140) (4,207) | 1996 o j095 | 
_— err eae core ee R She ae i $ 190,230 Deferred selling commissions $ 296,448  $ 158,452 
mal lst Investment in related 


limited partnerships 6,996 6,824 
Included in loans are the following non-performing PngpObaundakneadesasoc cack sandr riddne qépe can ooebAdosimnanbosonGoblsaece davon nc eodpocobodaCodeCesuapos 


loans and the related allowance for credit losses: oes iS5/275 


Accumulated amortization 83,938 52,519 
Consumer loans $ 11 Ss — $ 219,506 S$ 112,757 
Conventional residential 
mortgages 1,748 1,422 Redemption fees are payable by mutual fund 
Conventional commercial unitholders if mutual fund units acquired on a 
Pine. ee ee ee care ee Tete ie deferred sales charge basis are redeemed within a 
8,242 8,153 specified period. The Corporation has estimated that 
Allowance for credit losses (6,140) (4,207) its entitlement to such redemption fees at March 31, 
See rat ON Cs ANRC OI Wiens ee OT: CR ed at pa 1996 would have amounted to $255,363 (1995 ~ 
non-performing loans $ 2,102 $ 3,946 $123,049) if all unitholders had redeemed their fund 
— SS units on that date. 
EZ Allowance For Credit Losses ZZ Capital Assets 
An analysis of the Corporation’s allowance for credit 1996 1995 
losses is as follows: ek hee a Furniture and equipment $ 11,520 $ 10,874 
| 1996 — 1995 | Leasehold improvements 8,617 7,701 
Balance beginning of year $ 4,207 S$ 4584 Computer hardware 12,678 11,423 
Provision for credit losses 3,025 1,986 Computer software 28,269 18,325 
AU nee (1,130) (2,388) 61,084 48,323 
Sine ee ed ae Accumulated depreciation 
Balance at end of year $ 6,140 $ 4,207 and amortization 35,162 25,618 
Consisting of: $ 25,922 $ 22,705 
Specific provisions $ 4,999 $ 2,868 
General provisions 1,141 1,339 
Total $ 6,140 S AO 


Allowance as a percent of 
uninsured loans 6.4% 47% 


Acquisitions and Divestitures 


(a) Effective June 30, 1994, the Corporation sold 50% 
of its investment in VMSL to employees of VMSL for 
$550. Commencing July 1, 1994, the Corporation 
accounted for its investment in VMSL using the equity 
method. 

(b) Effective after the close of business on March 31, 
1993, the Corporation purchased 90% of the issued 
and outstanding shares of MRSI and effective April 
22, 1993 the Corporation purchased the remaining 
10% of the issued and outstanding shares for an 
aggregate purchase price of $11,174. The purchase 
price comprised $10,063 in cash and 167,715 com- 
mon shares of the Corporation. 

The fair value of MRSI at the dates of acquisition was: 


Assets $ 6,000 
Liabilities 4,786 
Net assets acquired 1,214 
Purchase price 11,174 


Excess of purchase price over value of 
net assets acquired $ 9,960 


The excess of purchase price of MRSI over value of 
net assets acquired is included in goodwill and is 
being amortized over ten years. 


EE Other Assets 


Other assets comprise the following: 


1996 1995 

Mutual fund seed capital — at cost 

(quoted value $9,409; 

1995 - $9,975) $ 8,693 NOES 
Investments — at cost 

(quoted value $3,001; 

1995 - $2,745) 2,159 2,613 
Other 1,544 2,045 

$12,396 $15,033 
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EM Commitments 


(a) The Corporation has operating lease commit- 


ments as shown: 


1997 $ 10,139 
1998 9,477 
1999 Jad, 
2000 5,921 
2001 5,970 
2002 and thereafter 10,200 


Total $ 49,224 


(b) The Corporation has pledged the equivalent of 
not less than U.S. $6,000 in marketable securities as 
collateral for a U.S. dollar bank loan provided to 
MIMI which amounted to $2,323 as at March 31, 
1996 (1995 - $3,571). 

(c) The Corporation currently has a $25,000 line of 
credit with a banking institution. There were no 
amounts drawn on this line at March 31, 1996. 


EI Guaranteed Trust Funds 


The Corporation held segregated assets as security for 
M.R.S. Trust Company's guaranteed funds accounts as 


follows: ee re ee 
[eo kos eee 
Cash and marketable securities $ 72,952 $ 32,765 
Mortgage loans 181,924 170,860 
Consumer loans 28,602 10,255 
Total assets held for 
customer deposits $ 283,478 S$ 213,880 


iM Notes Payable 


Amortizing Asset-Backed Notes (“Notes”), Series 
1994-1 mature on March 1, 2001, bear interest at 
6.67% per annum, calculated semi-annually, and are 
repayable monthly in equal blended amounts of prin- 
cipal and interest of $744. The market value of the 
Notes at March 31, 1996 was $37,888 (1995 - 
$41,830). A fixed and floating charge on MSP’s right 
to receive distribution and related fees, the proceeds 
therefrom and amounts from investments of its liq- 
uid assets has been pledged as security for the Notes 
which are non-recourse to the Corporation. The 
annual principal payments in each of the next five 
years are: $6,632 in 1997; $7,082 in 1998; $7,562 in 
1999; $8,075 in 2000 and $8,622 in 2001. 
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BEM Capital Stock 


(a) Stock Options 
The Corporation has granted options to purchase common shares to employees and others, at a minimum of the 
market price on the date the options were granted. These options have five year terms and are exercisable one year 
from date of grant. 

A maximum number of 1,616,711 common shares has been reserved for future options under the share option 
plans. The maximum number of shares to be allocated to each employee is 1% of the issued and outstanding 
common shares of the Corporation. 


Year 


Exercise 


Expiry “Outstanding —_Issued “Exercised Cancelled © Outstanding 
Granted Date Price $ March 31,1995 —_ During Year During Year During Year March 31,1996 
1992 1997 4.95 - 5.50 997,000 = 258,000 = 739,000 
1993 1998 7.625 — 12.00 1,857,500 — 10,000 35,000 1,812,500 
1994 1999 7.50 — 9.50 624,500 — 96,500 1,000 527,000 
1995 2000 8.00- 11.25 —_ 871,700 — 5,000 866,700 
3,479,000 871,700 364,500 41,000 3,945,200 


During the year ended March 31, 1996, options for 364,500 shares (1995 — 10,000; 1994 — 958,000) were exer- 
cised for cash proceeds of $2,215 (1995 — $52; 1994 - $4,175). The average weighted price for options issued dur- 
ing the year ended March 31, 1996 was $9.59 (1995 — $7.81; 1994 — $11.50). 

(b) Effective April 22, 1993 the Corporation purchased the 10% of the outstanding shares of MRSI, not acquired 
on March 31, 1993, in exchange for 167,715 of its common shares at their market value of $1,111. 

(c) Earnings per Share 

Fully diluted earnings per share have been calculated on the basis that all of the options to purchase common 
shares existing at the end of the year had been exercised at the beginning of the year. 


BEES Income Taxes 


(a) Reconciliation of statutory effective rates of income tax: 


| 1996 1995 1994 | 
Pe a ia Se hee ee eee 
Earnings before provision for income taxes $ 66,501 100% Ses 100% $ 40,935 100% 
Income taxes at statutory federal and provincial rates $ 29,673 44.6% § 23,857 444% $ 18,151 44.3% 
Increase (decrease) from statutory rates: 
Profit for the year — MIMI (1,181) (1.8) (240) (0.4) (587) aaa te 4) 
Tax exempt investment income (488) (0.7) (669) (| 2) (259) (0.6) 
Disallowed expenses 
Food and entertainment 1,223 1.8 935 7 507 2 
Amortization of goodwill 561 0.8 531 1.0 513 1.2 
Amortization of management contracts 773 1.2 769 14 478 1.2 
Other items 442 0.7 (117) (0.2) 783 1.9 


Income taxes reported $ 31,003 46.6% $ 25,066 46.7% § 19586 47.8% 
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b) MIMI has non-capital losses for income tax purposes of approximately $19,742 which may be used to reduce 
the taxable income of future years. 


These losses expire as follows: Yearending = March 31,2001 Ss) 1,020 
March 31,2002 1,297 
March 31,2003 1,714 
March 31,2004 5533 
March 31,2005 2,625 
March 31,2006 3,308 
March 31,2007 2,873 
March 31,2008 902 
March 31,2010 470 
Total $ 19,742 


No future benefits with respect to these losses have been recognized in these financial statements. 


EZ Supplemental Cash Flow Information 


Changes in non-cash balances related to operations: 


Net (increase) decrease in non-cash balances related to operations: 


Accounts and other receivables 

Income taxes recoverable 

Accounts payable and accrued liabilities 

Income taxes payable 

Deferred taxes 

Acquisition of subsidiary company net non-cash assets 


EES Contingent Liability 


In 1993, the Corporation established MSP, a securi- 
tized partnership, to fund selling commissions 
payable upon the sale of securities of the 
Corporation-sponsored Canadian mutual funds. The 
Corporation is a 99.9% partner of MSP and MFSI, a 
wholly-owned subsidiary of the Corporation, owns 
the remaining interest. The securitized partnership 
format enabled debt issued by MSP to receive a AAA 
credit rating. 

In calculating its income for tax purposes, the 
Corporation deducted the selling commissions of 
$162,960 paid by MSP in the years that they were 
incurred on the basis that the Corporation was carry- 
ing on its business of distributing securities of mutual 
funds through MSP, and that such deduction was 
therefore in compliance with Revenue Canada’s estab- 
lished assessing policy regarding the immediate 
deduction of selling expenses of mutual fund man- 
agers and other financial institutions. Revenue 
Canada has recently informed the Corporation that 
notwithstanding the fact that the Corporation and its 


ite 
$ (10,264) $ (5,336) § (14,342) 
(38,055) 10,854 (10,854) 
15,373 (3,567) 8,682 
(10,257) 10,257 = 

— — (31) 

= = 1,214 

$ (43,203) $ 12,208 § (15,331) 


wholly owned subsidiary are the sole partners of MSP, 
in Revenue Canada’s view the Corporation is not enti- 
tled to the immediate deduction of selling commis- 
sions incurred by MSP. Revenue Canada is therefore 
proposing to reassess the Corporation on the basis 
that the selling commissions must be deferred and 
amortized. The tax at issue is solely one of the timing 
of the deduction. The tax at issue is fully provided for 
on the Corporation’s balance sheet under the head- 
ings “Income taxes payable” and “Deferred taxes”. 

In September 1995, the Corporation discontinued 
the use of MSP to fund selling commissions and now 
pays selling commissions directly. 

The Corporation intends to contest the proposed 
reassessment as it believes there are valid grounds to 
support its position. If the Corporation is not success- 
ful, management estimates that the maximum charge 
to earnings will be $3.0 million (approximately $0.05 
per share) arising from the interest accrued to date. If 
any payment is required to be made it will be 
accounted for as a current period adjustment. 
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EI Segmented Information 


The Corporation carries on its activities through one business segment, namely financial services, and in two geo- 


graphic segments, Canada and the United States. 


Earnings before Taxes 
and Equity in Earnings 
of Affiliated Companies 


Net Earnings 


Total Assets 


eee 


| 


38,082 


733,742 


767,471 


589,566 
28,997 


618,563 


500,586 


Revenues 

1996 Canada S$ 242,488 
United States 26,921 

Total S$ 269,409 

1995 Canada 5S WO 30 
United States 20,242 

Total = § BSP 

1994 Canada S 7O85 
United States 16,538 

Total § 187,623 


Subsequent Event 


Effective April 2, 1996, by short form prospectus, the 
Corporation issued $100,000 of unsecured indebted- 
ness evidenced by $50,000 aggregate principal 
amount of 7.20% Senior Debentures designated as 
Series 1, maturing March 15, 1999 and $50,000 
aggregate principal amount of 7.72% Senior 
Debentures designated as Series 2, maturing March 
15, 2001. Interest on the Senior Debentures will be 
payable in semi-annual instalments on March 15 and 
September 15 commencing September 15, 1996. The 
expenses of the issue, inclusive of underwriters’ fees of 
$538, are estimated to be $878. The net proceeds of 


$ 63,855 
2,646 

$ 66,501 
Sie 3,190 
541 
Sess 
SoU .ol2 
1,323 

$ 40,935 


36,061 


526,814 


EE Differences from United States 


Accounting Principles 


These consolidated financial statements have been 


prepared in accordance with accounting principles 


generally accepted in Canada. United States generally 
accepted accounting principles (“US GAAP") differ in 


the folowing material areas: 


(a) Under US GAAP, deferred income taxes are 
accounted for by the liability method as described in 


Statement of Financial Accounting Standards 
(“SFAS”) No. 109. This adjustment relates primarily to 


the difference in the book value and the tax value of 


affiliated companies. 


the issue will be used primarily to fund selling com- (b) Under US GAAP, SFAS No. 115 requires trading 


missions payable to dealers in respect of the sale of 
securities of the Corporation’s sponsored Canadian 
mutual funds. 


A ? 


ot 


securities be carried at market, with unrealized gains 
and losses included whereas under Canadian GAAP, 
short-term investments are carried at the lower of cost 


and market. 


(c) Under US GAAP, primary earnings per share are 


calculated based upon the weighted average number 
of shares outstanding during each year plus common 


stock equivalents, such as common stock options, 


unless they are antidilutive. Primary income per share 


is computed as if common stock options were exer- 


cised at the beginning of the year, and as if funds 


obtained thereby were used to purchase the 


Corporation’s common stock at the average market 


price during the year. Fully diluted income per share is 
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calculated as if the proceeds from the exercise of common stock options were used to purchase the 


Corporation’s common stock at its average market price during the year or its market value at the end of the 


year, whichever is higher. 


(d) In 1995, a new accounting standard was issued under US GAAP that encourages, but does not require, entities 
to adopt a new method of accounting for stock options and the related compensation expense based on the fair 


value of the option on the date of grant. The Corporation expects to continue following the existing pronounce- 


ment which measures compensation expense based on the intrinsic value of the option on the date of grant at 


which time the number of options and the exercise price are fixed. 
The following summary sets out the adjustments to the Corporation’s reported net earnings in order to conform 


to US GAAP: 
Net Earnings 


Net earnings based on Canadian GAAP 
Effect of SFAS 115 
Effect of SFAS 109 


Net earnings based on US GAAP 


Weighted average number of shares outstanding during the year: 


Primary 
Fully diluted 


Earnings per share: 
Primary 
Fully diluted 


The following summary sets out the adjustments to 
the Corporation's reported shareholders’ equity in 
order to conform to US GAAP: 


Shareholders’ Equity [4996 1995 
Hasta ces ee SE 
Shareholders’ equity based 
on Canadian GAAP $ 288,452 $ 254,215 
Cumulative effect of 
applying items (a) and (b) (10,181) (8,086) 
Shareholders’ equity based 
on US GAAP $ 278,271 $ 246,129 


eo EE a ee 
§ 40,728 $ 29,540 S$ 36,061 
1,826 (558) 339 

(3,561 ) 205 (4,967) 

$ 38,993 S$ 29,187 S 31,433 
59,888,578 59,626,636 59,323,/03 
62,363,786 62,158,370 59,323,703 

$ 0.65 $ 0.49 $ 0.53 

$ 0.63 $ 0.47 S 0.53 


Consolidated balance sheet items under US GAAP 
would be as follows: 


Balance Sheet i996 —“‘“‘;C*~*~S KS 
Other assets $ 13,954 § 14,765 
Deferred taxes T78%3 § 104,181 $56,241 
Retained earnings $ 237,603 $ 207,316 


EEN Comparative Figures 


Certain comparative figures have been reclassified to 
conform with the presentation as at and for the year 
ended March 31, 1996. 
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Selected Quarterly Financial Information 


Unaudited 
(millions of dollars except per share and price data) 


Fiscal 1996 for quarter ended 


June30 September30 December31 March31 | 


Revenues $ 61.30 $ 64.30 $ 66.30 $ 77.50 
pre Seiad nee REE ea oe Oe annie ae Peer ee penn 
Ey WeLtENG? oF Rica Gee: ae en ao ana AG cee gees 
Narestinge Et RR NE MN RIAL RENE de ae Rene pe Ee oe 
pe gu See baie Mephesto eas seca ea es Ker AGep ae 
RTCA SHER GOST ig A ato ERS Srey ct ae Ro eas 
ee RO SIE TELE NT gS Ue Ga ererre Tyrer er ls 
Fiscal 1995 for quarter ended June30 September 30. December31  March31_ sis 
Revenues $5 51:70 $ 55.60 $ 55.00 $ 59.30 
Pisce ne ene cars ip eee Sn cee ene eG 
Si Sng CSG anes ae 25 hoe ies cocoon = 
Neca Re ems Nila Stent a ES, Ne Pee re ae 01 ee aac ee a 
een ssa Seo oa tema else eee Sar, pe SS San Re 
ee een Sa etic wr koma tateS 55 Sta os ee ae: 
Cpe ea OREO cc Se Sa ee a ee ee 


HIGH/LOW SHARE PRICES - 


THE TORONTO STOCK EXCHANGE 


(in dollars) 
15.00 


iz 


IstQ 2ndQ 3rdQ 4thQ 
96 


TRADING VOLUME - 
THE TORONTO STOCK EXCHANGE 
(in thousands of shares) 


12,000 


10,000 


IstQ 2ndQ 3rdQ 4thO  stQ 2ndQ 3rdQ 4tha 
95 96 
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1986 
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1988 


1989 
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Our History 


1996 | 


¢ Opened Universal Growth Fund 


e Expanded the Star Asset Allocation service 


e Issued $50,000,000 Series 1 and $50,000,000 


Series 2 Senior Unsecured Debentures 


¢ Opened Industrial 
Growth Fund 

¢ Opened Industrial 
Pension Fund 

e Acquired Industrial Equity Fund Limited 

e Mackenzie became a public company 

e Opened Industrial Income Fund 

e Acquired Industrial Dividend Fund Limited 

¢ Opened Industrial American Fund 

e Acquired ITCO Investment Fund Limited 

e Merged Industrial Dividend Fund Limited with 
ITCO Investment Fund Limited 

e Acquired 30% interest in U.S.E. Fund 
Management Ltd. 

e Mackenzie’s common shares listed on The 
Toronto Stock Exchange 

e Acquired Mackenzie Equity Fund 

e Acquired Industrial Mortgage Securities Fund 

¢ Opened Industrial Cash Management Fund 

e Incorporated Mackenzie Investment 
Management Inc. 

¢ Opened the Mackenzie Series Trust funds in the 
United States 

¢ Opened Universal World Equity Fund 

e Acquired M.R.S. Trust Company 

¢ Opened Industrial Horizon Fund 

¢ Formed Industrial Horizon Partnership 1987 
and 1988 

¢ Opened Mackenzie Canada Fund in the 
United States 

e Opened Industrial Future Fund 

e Opened three tax exempt municipal funds in 
the United States 

e Formed Industrial Horizon Partnership 1989 

¢ Opened Industrial Bond Fund 

e Opened Mackenzie Growth and Income Fund 
in the United States 


1990 


1991 


1992 


1993 


1994 


1995 


¢ Formed Industrial Horizon Partnership 1990 

e Purchased minority interest in Midland 
Walwyn Inc. 

¢ Opened Industrial Balanced Fund 

¢ Opened Industrial Short-Term Fund 

e Acquired Ivy Management, Inc. and manage- 
ment of the four Ivy Funds in the United States 

¢ Opened Universal U.S. Emerging Growth Fund 

¢ Formed Industrial Horizon Partnership 1992 

¢ Opened four Ivy Funds in Canada 

e Formed Industrial Horizon Partnership 1992-II 

e Acquired the remaining 70% of U.S.E. Fund 
Management Limited and management of the 
four Universal Funds 

e Acquired Multiple Retirement Services Inc. 

¢ Opened Ivy China Region Fund and Ivy 
Emerging Growth Fund in the United States 

¢ Opened Universal Far East Fund, Universal 
World Asset Allocation Fund, Universal World 
Emerging Growth Fund, Universal World 
Precious Metals Fund, Universal World 
Balanced RRSP Fund and Ivy Mortgage Fund 

e Formed Mackenzie Securitized Partnership 

e Listed Mackenzie's common shares on NAS- 
DAQ and The Montreal Exchange 

e Opened Universal European Opportunities 
Fund, Universal Japan Fund, Universal U.S. 
Money Market Fund, Universal World Growth 
RRSP Fund and Universal World Tactical 
Bond Fund 

e Opened Ivy Latin American Strategy Fund and 
Ivy New Century Fund in the United States 

e Launched the STAR Asset Allocation service 

e Formed Mackenzie Limited Partnership 1994 
and Mackenzie Master Limited Partnership 
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Ten Year Statistical Summary 


For the years ended March 31 
(thousands of dollars except per share figures) 


1996 G25 1994 


Total revenue $ 269,409 S21 Ae $ 187,623 
: : ane a es is Ae Coens TE eR eh ny Sa MEN ff et PM RUE ONCL TC Th cet anne Oe REE aT Ree Reon 
of affiliated companies 66,501 53,731 40,935 
SO Site eta ck ce easel SY SecA EH ey aa ea ee ree eer pee Be es os pepe aaa Bes berate 
cpa ipaanernarmir irene: hPa Fe 2 an : er er eee 
: fe ae ssa stiic ato h er les SE, atc a ess Ree Ce ee ee a Oe Boas ma ee Te pe pete eae eu Leer 
a Cais ee Pee Mea SOR eve HL eer nila: Mor St eve gun fa eR RIA a bake be Men Se aes ae ee ere es : = ea mae 
os ce Ricci sais ond cah wee ae see ee eee ae fee ees Foe Sree et ee Edt eee data 
; ae emice wigiee gai tcl cia alin SUPA alos eR ve SoA cote ok Dee ae Sod eae atl Fee Peer ere = - ae Mer gat tes 
PMO aera mnie mee Pris Ce aerate ae De a Ss te see 
Ser Tune Ti Spat tt woateet Nee i te ae Ae eee A se ie cee ad pew rence 
al en See nr amy: a ae Sakae Se 
aa - sua sere Sosa Ea cab GhOA GS Tose: ct eck Rhea gk ERE rt SR ORR Cas oe ER en eg CASO MRR ne Pe eet OULGS Daa Ue cen 
eee vaetrdecoel se Bi eirs.s it Screabee ade cete team anaes o Sae eee eee cree here een re : Ss MID Seager eae 
arate se een 
nee Pe ee Oe ee eee 
peta WONT eee CT rere Rte Anon Methane nk i ate i PER cs oN cath nan : at aera cua et eae oR Lan 
aor ABBE NC IOIAD » con toes Wee NTR Ce eee Ae ok Rete eee en ; nha ar ee aumee Bene bet het Rica 


Comparative figures for 1987 reflect all prior stock splits 
(3 for 1: August 1979; 2 for 1: September 1983; 3 for 1: January 1986; 3 for 1: September 1987) 


TOTAL REVENUE SHAREHOLDERS’ EQUITY 
(in millions of dollars) (in millions of dollars) 
300 300. 288.5 
269.4 
250. 250. 
200. 200. 
150 150, i 
134.0 i 
105.4 i 
100 100 
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a SS Se 992 ‘199 MR 1988 e927. 
$ 133,951 $ 144,229 $ 151,596 $ 150,888 $ 105,437 $ 86,499 $ 61,717 
25,970 57,012 61,137 75,423 48,144 35,428 26,926 
14,177 28,052 30,507 35,989 DS) || 2 19,380 iS s2 
6,070 1,066 (81) — — — — 
17,863 30,026 30,630 39,434 23,023 16,048 11,794 
29,905 38,981 40,213 58,568 24,067 3.553} 24,105 
15,489 12,678 11,769 8,770 37/5) 2,073 1,761 
— — — — — — 1,000 
196,950 183,903 156,050 107,751 Tip 26 48,974 33,487 
8,773 8,371 8,977 9,548 8,392 6,686 5,644 
58,128,400 57,871,700 57,100,400 54,075,400 53,647,400 52,289,900 46,134,900 
$0.31 $0.52 $0.55 $0.73 $0.43 $0.33 $0.26 
$0.30 $0.51 $0.54 $0.71 $0.42 $0.30 $0.22 
$0.52 $0.68 $0.73 $1.08 $0.45 $0.07 $0.52 
$0.10 $0.09 $0.08 $0.07 $0.05 $0.037 $0.027 
$3.39 $3.18 $2.73 $1.99 $1.33 $0.94 $0.73 
ASSETS UNDER ADMINISTRATION BOOK VALUE PER SHARE 
(in billions of dollars) (in dollars) 
AE 200 4.84 
4.29 
4.00 3.91 
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3,00 
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Un 2.00 i 
67 ff i ; 
: 5.6 t : ae 
as t ; 1.00 : 
t ; 0.73 § ‘ f 
£ : 4 : 
| | Hd | . 
0 i O t Hi 
8 


\O 


2 93 94 95 96 


Mackenzie Financial Corporation: 
Practising Good Corporate Citizenship 


Mackenzie's profitability is felt most directly by the company’s shareholders. But the effects of prosperity are 
typically more far reaching. We believe many Canadians have an on-going interest in our corporate well-being. 

By the very nature of our business, we are making a significant and enduring contribution to the whole 
economy — our mutual fund holdings are comprised primarily of investments in Canadian companies. And 
these investments continue to grow. Last year, the Corporation raised $1.8 billion in net new mutual fund 
money from individual Canadians investing in the financial products we offer. 


But Mackenzie's success extends well beyond the core 
business. In addition to our business investments, money is 
re-directed to the community through two key routes: 
employment and charitable contributions. 


Creating Opportunities 


In an era where corporate down-sizing is all too com- 
mon, Mackenzie is expanding the opportunities avail- 
able to Canadians. We have never experienced a 
lay-off. In fact, to meet the demands of our growing 
business, staff has increased by approximately 13% 
over the past two years. During the past year, 
Mackenzie employed 503 people including full-time, 
part-time and seasonal staff calculated on a full-time 
equivalent basis. Professional staff areas, such as 
investment management, computer systems and mar- 
keting, have seen the most significant growth. 

To ensure that our employees rank among the indus- 
try’s best, career development is encouraged. We spent 
approximately $400 thousand in fiscal 1996 on courses 
and seminars offered by local universities, colleges and 
training centres to further employee education. 

Mackenzie-generated employment is not limited to 
the corporate offices. To keep our operation running 
smoothly, we rely on many other businesses for sup- 
plies and services. From technology, to printing, to 
advertising, Mackenzie is a major purchaser. To distrib- 
ute our mutual funds, we also pay substantial commis- 
sions to an independent sales force of more than 18 
thousand financial advisors across Canada. 

As a result of our continuing growth, significant 
business opportunities are created in the community 
through the people we employ, the network of inde- 
pendent financial advisors across Canada, and the 
companies who regard us as an important customer. 


Enjoying the Gift of Giving 

A good measure of a corporation’s financial and social 
integrity is the way that it supports the communities in 
which it does business. As we have grown, so has our 
commitment to helping those in need. 

We have established a Charitable Donations 
Committee, allowing staff greater participation in the 
distribution of donations. Mackenzie gave more than 
$350 thousand in direct cash donations to 93 different 
Canadian charities last year, based principally upon 
the recommendations of the Committee. In addition 
to these donations, special marketing programs also 
provide sponsorship to many charitable events. 
Mackenzie has embraced three worthy causes in partic- 
ular: Canadian Special Olympics, Blind and Disabled 
Ski Program and the Mackenzie Challenge. 

Canadian Special Olympics 

The Canadian Special Olympics supports sports train- 
ing and competition for people who are mentally 
challenged. Athletes’ involvement in this organization 
often speeds their integration into society. Now in our 
6th year, we are the longest serving sponsor of the 
Canadian Special Olympics and have achieved plat- 
inum status as their major supporter. An annual $100 
thousand contribution helps with grassroots program- 
ming across the country, going towards coaching 
expenses, travel and team uniforms. The donation also 
contributes to their Elite Athletic programming, spon- 
soring events such as provincial, national and world 
competitions. 

Mackenzie’s efforts to raise public awareness of the 
Canadian Special Olympics also extends to direct par- 
ticipation in fund raising events, and the use of the 
Canadian Special Olympics logo on client literature. 


Blind and Disabled Ski Program 

Every winter, Mackenzie sponsors ski days for the 
blind and physically challenged. We are the sole spon- 
sors of this unique event, which we arrange through 
the Canadian Association of Disabled Skiers. It has 
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been so successful over the past eight years that the 
number of participants has grown from 100 to 28 
thousand. We now hold the event at four locations 
across Canada: Toronto, Montreal, Ottawa and 
Vancouver. On these special days, Mackenzie provides 
skiers with transportation to and from the slopes, 
clothing, tow fees and lunch. Mackenzie staff, as well 
as qualified guides and helpers are present at each 
location to assist the skiers. 


Mackenzie Challenge 

The annual Mackenzie Challenge has become a pop- 
ular community event for the greater Toronto area. 
All of the net proceeds go to the Molson Indy Festival 
Foundation in support of 30 local children’s chari- 
ties. There are walking, running and in-line skating 
events for participants at all levels. The Molson Indy 
race circuit provides an exciting venue for both the 
fun and the more competitive events. Many 
Mackenzie employees volunteer their time to help 
with planning and organizing the Challenge. High 
employee participation has helped make it a success 
for the past six years, raising in excess of $100 thou- 
sand for children’s charities. 


Charitable Donations Committee 

Our Charitable Donations Committee was formed 
two years ago. Mackenzie staff now designate a size- 
able portion of our charitable contributions each year. 
They set the guidelines for eligibility to receive funds, 


i => —- - oe 
Giune"2/ 


— 


and review the many requests for financial assistance 
that Mackenzie receives each year. The Committee of 
volunteers has representation from almost every 
department and level within the company. One per- 
cent of Mackenzie's annual pre-tax profits has been 
allocated to the Committee for distribution. 

Based on the results of a full staff survey, the three 
main areas of focus for the Committee are health and 
welfare, children’s causes, and the environment. 
Employees are invited to submit donation requests to 
the committee if they are actively involved with a 
charity. There is also a one-to-one matching program. 
For example, if an employee participates in a fund 
raising campaign, Mackenzie will match the amount 
the employee has raised through pledges. 

By contributing to charitable organizations in ways 
that complement their programs, we believe we are 
sharing our financial success in a lasting and mean- 
ingful way with communities across the country. 


An Enduring Commitment 


We believe that many Canadians have been 
favourably affected, in some way, by Mackenzie's 
financial success. Apart from our business as an 
investment management company, we give back to 
the community through the jobs that are generated 
both directly and indirectly, the charities we support, 
and through taxes paid to the government. In this 
way, Mackenzie's corporate profitability reaches far 
beyond the accomplishments of the business itself. 
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Sponsored Mutual Funds 


ng 


INDUSTRIAL GROUP OF FUNDS 


Industrial American Fund 
Industrial Balanced Fund 
Industrial Bond Fund 

Industrial Cash Management Fund 
Industrial Dividend Fund Limited 
Industrial Equity Fund Limited 
Industrial Future Fund 

Industrial Growth Fund 

Industrial Horizon Fund 

Industrial Income Fund 

Industrial Mortgage Securities Fund 
Industrial Pension Fund 

Industrial Short-Term Fund 


FUNDS 


Ivy Canadian Fund 

Ivy Enterprise Fund 

Ivy Foreign Equity Fund 

Ivy Growth and Income Fund 
Ivy Mortgage Fund 


UNIVERSAL FUNDS 


: : 1 
Universal Americas Fund 


Universal Canadian Growth Fund Limited’ 


Universal Canadian Resource Fund 
Universal European Opportunities Fund? 
Universal Far East Fund® 

Universal Growth Fund’ 

Universal Japan Fund® 

Universal U.S. Emerging Growth Fund’ 
Universal U.S. Money Market Fund 
Universal World Asset Allocation Fund* 
Universal World Balanced RRSP Fund’ 
Universal World Emerging Growth Fund? 
Universal World Equity Fund? 

Universal World Growth RRSP Fund! 
Universal World Income RRSP Fund! 
Universal World Precious Metals Fund 
Universal World Tactical Bond Fund* 


Lf 


MACKENZIE FUNDS 


Mackenzie California Municipal Fund 
Mackenzie Florida Limited Term Municipal Fund 
Mackenzie Limited Term Municipal Fund 
Mackenzie National Municipal Fund 

Mackenzie New York Municipal Fund 


IVY FUNDS 


Ivy Bond Fund 

Ivy Canada Fund? 

Ivy China Region Fund 

Ivy Emerging Growth Fund 
Ivy Global Fund 

Ivy Growth Fund 

Ivy Growth with Income Fund 
Ivy International Fund® 

Ivy Latin America Strategy Fund 
Ivy Money Market Fund 

Ivy New Century Fund 

Ivy Short-Term Bond Fund 


Portfolio Management Sub-advisors 

1.Mackenzie Investment Management Inc., Boca Raton, Florida, U.S.A. 
2. Henderson Administration plc, London, England. 

3.Thornton Management (Asia) Ltd., Hong Kong. 

4. Cursitor-Eaton Asset Management Company, Paris, France. 
5.Mackenzie Financial Corporation, Toronto, Canada. 

6.Northern Cross Investments Limited, Hamilton, Bermuda. 

7. Bluewater Investment Management Inc., Toronto, Canada. 
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Corporate Governance 


s 


g< 
DERMOT G.J. COUGHLAN 
a= 


Chairman and Chief Executive Officer 
Derlan Industries Ltd. 
Toronto, Ontario 


“¢ 
ALEXANDER CHRIST 


President and Chief Executive Officer 
Mackenzie Financial Corporation 
Toronto, Ontario 


Corporate Director 
Toronto, Ontario 

Former Publisher and 
Chief Executive Officer 
The Globe and Mail 


Wit IAM G. CRERAR 


President and Chief Operating Officer 
Maple Leaf Gardens, Limited 
Toronto, Ontario 


Chairman 
Mackenzie Financial Corporation 
Toronto, Ontario 


The Board of Directors of the Corporation is currently comprised of eight directors. Only two directors, Messrs. 
Christ and Crerar, represent management on the Board. The remaining six directors are all “unrelated directors” 
as defined in The Toronto Stock Exchange Guidelines for Improved Corporate Governance in Canada. 
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FE. WARREN HurstT 


K. HENDRICK 


Corporate Director 
Gananoque, Ontario 

Former Senior Policy Advisor 
Investment Dealer's Association 


of Canada 
Corporate Director 
Windsor, Ontario 
Former Vice-President and Director 
Wood Gundy Inc. 
ALASDAIR J. MCKICHAN 
Corporate Director 
Campbellville, Ontario 
Former President 
Retail Council of Canada 
From left to right: 
ALASDAIR J. MCKICHAN 
C. DAVID CLARK (Chairman) 
CLIFFORD G. FLETCHER 
Audit Committee ‘+t vee \%, { Yj ; ey a... Compensation Committee | 


From left to right: 
DERMOT G. J. COUGHLAN 
FE. WARREN HURST (Chairman) 
PETER K. HENDRICK 


The two Committees of the Board of Directors were comprised entirely of “unrelated” directors for fiscal 1996. 
For the current fiscal year the mandates of the two Committees have been expanded to address a number of 
additional responsibilities recommended by the TSE Guidelines. 
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EXECUTIVE OFFICERS 


ALEXANDER CHRIST 


President, Chief Executive Officer 


WILLIAM G. CRERAR 
Chairman 


PHILIP FE. CUNNINGHAM 
Executive Vice-President, Marketing 


HAROLD P. HANDS 


Executive Vice-President, Legal and Secretary 


JAMES L. HUNTER 


Executive Vice-President, Chief Operating Officer 


MICHAEL G. LANDRY 


Executive Vice-President, U.S. Operations 


NEIL LOvATT 


Vice-Chairman, Chief Investment Officer 


VICE-PRESIDENTS 


PauL D.V. ALLAN 


Vice-President, Sales 


HOWARD J. ATKINSON 
Vice-President, Sales 


MICHAEL E. BARNETT 
Vice-President, Sales British Columbia 


KIMBERLEY BARTON 
Vice-President, Information Security 
and Standards 


DEREK J.M. BATTY 
Vice-President, Business Delivery Systems 


MARSHALL S. BLACK 
Vice-President, Network Services 


W. SIAN B. BROWN 
Vice-President, Legal and Assistant Secretary 


Loretta K. CASSELL 
Vice-President, Marketing Production 


ANDREW H. DALGLISH 
Vice-President, Special Projects 


DAvID B. FEATHER 
Vice-President, Marketing 


Mark E, J. FOLEY 


Vice-President, Client Services 


SENIOR VICE-PRESIDENTS 


TIMOTHY P. GLEESON 
Senior Vice-President, Investments 


JAMES D. FRASER 
Vice-President, Marketing 


CHAN K. GHOSH 
Vice-President, Computing Services 


G. ANDREW GRANT 
Vice-President, Sales 


TIMOTHY A. HERRON 
Vice-President, Regional Sales Manager 


JERRY R. JAVASKY 
Vice-President, Investments 


ROBERT A. MASK 


Vice-President, Marketing 


Davip W. McCCULLUM 
Vice-President, Human Resources 


CHRIS W. McKIM 


Vice-President, Executive Information Systems 


VERONICA A. ONYSKIW 
Vice-President, Investments — U.S. Equities 


TERRENCE N. O’SULLIVAN 
Vice-President, Sales 


ROBERT M. PARADIS 
Vice-President, Shareholder Processing 


JEAN G. BUBENDORFF 
Senior Vice-President, Sales Quebec 


AGNES Y. CHAN 
Senior Vice-President, Shareholder Services 


GERALD F. COLEMAN 
Senior Vice-President, Investments 


JAMES T. DRYBURGH 
Senior Vice-President, Chief Financial Officer 


LAURIE J. MUNRO 
Senior Vice-President, Marketing 


JOHN D. ROTHWELL 
Senior Vice-President, National Sales Manager 


Mora A. SAGANSKI 
Senior Vice-President, Business Development 


FREDERICK H.S. STURM 
Senior Vice-President, Investments 


Mark A. TIFFIN 


Senior Vice-President, Marketing 


STEPHEN M. POzGaj 
Vice-President, Chief Information Officer 


WILLIAM FE, PROCTER 
Vice-President, Investments 


VICTOR S. RAYE 
Vice-President, Group Plans Sales and Marketing 


JOHN E. ROHR 
Vice-President, Investments 


PEGGY ROHR 
Vice-President, Business Planning 


ALAIN RUEL 


Vice-President, Sales Quebec 


RICHARD P. SAMBROOK 
Vice-President, Pension Fund Marketing 


B. ANN SAVEGE 


Vice-President, Fund Administration 


Marcus H. SLADE 


Vice-President, Sales British Columbia 


MILLIE M. L. WONG 


Vice-President, Fund and Trust Accounting 


Canby Wu 
Vice-President, Sales 


PRESIDENTS OF OPERATING SUBSIDIARIES 


PHILIP EF CUNNINGHAM 
Mackenzie Financial Services Inc. 


THERESA E. CURRIE 
Multiple Retirement Services Inc. 


MICHAEL G. LANDRY 


Mackenzie Investment Management Inc. 


ALLAN M. WARREN 
M.R.S. Trust Company 


HEAD OFFICE 


Mackenzie Financial Corporation 
150 Bloor Street West 

Suite 400 

Toronto, Ontario 

M5S 3B5 

(416) 922-5322 


INVESTOR RELATIONS 


Harold P. Hands 

Secretary 

Mackenzie Financial Corporation 

150 Bloor Street West 

Suite M111 

Toronto, Ontario 
-M5S 3B5 


TRANSFER AGENT 


The R-M Trust Company 
Corporate Trust Services 
393 University Avenue 
5th Floor 

Toronto, Ontario 

M5G 2M7 


LISTINGS 


The Toronto Stock Exchange — MKF 
Montreal Exchange — MKF 
NASDAQ - MKFCF 


THE ANNUAL MEETING 
of shareholders will be held on 
Friday, September 13, 1996, at 10:00 am 
at The Design Exchange, Toronto, Ontario. 


Pour recevoir un exemplaire en 
francais de ce rapport, s‘adresser 
ala Corporation Financiere 
Mackenzie a l’adresse postale 
indiquée sur cette page. 


With special thanks to the Publications Department of the Corporation for the graphic design and production of this Annual Report. 


WE ALSO 


Invest Wisely 


IN THE COMMUNITY 


Mackenzie is proud to support 


the Canadian Special Olympics 


Mackenzie 


Building Financial Independence 


Recyclabl 


